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From  the  Editor 


ASEAN  has  been  successful  as  an  organisation  which  holds  regular  consultations  and 
exchange  of  views  with  all  major  powers  of  the  region  and  with  the  European  Com- 
munity through  the  mechanism  of  ASEAN  Post  Ministerial  Conference  (ASEAN- 

PMC). 

Sijori,  or  the  sub-regional  cooperation  between  Singapore  and  Johor  (Malaysia)  and 
Singapore  with  Riau  (Indonesia)  is  an  example  of  how  the  Association  of  Southeast  Asian 
Nations  has  fared  internally.  However,  it  does  not  follow  that  everything  is  running 
smoothly  among  the  ASEAN  member  countries.  The  success  story  of  ASEAN  as  a  regional 
cooperation  is  not  without  flaws. 

Various  disputes  have  beset  relations  between  some  member  countries.  For  example,  the 
dispute  regarding  the  jurisdiction  over  Ligitan  and  Sipadan  Islands,  between  Malaysia  and 
Indonesia  has  not  as  yet  been  resolved.  There  are  also  disputes  between  Malaysia  and 
Singapore  over  the  island  of  Batu  Puteh,  between  Indonesia  and  the  Philippines  over  the 
island  of  Miangas.  Although  it  is  still  questionable  whether  they  really  are  territorial  disputes 
properly  defined,  they  are  certainly  questions  of  overlapping  sovereignty  that  need  to  be  re- 
solved. 

Nevertheless,  the  most  salient  dispute  is  the  Philippine  claim  over  Sabah,  which  is  a  true 
territorial  dispute  between  the  Philippines  and  Malaysia.  For  a  better  picture  of  the  intra- 
ASEAN  state  of  affairs,  articles  on  Sijori,  the  Sabah  claim  and  other  issues  on  ASEAN  are 
presented  in  this  First  Quarter  issue  of  the  Indonesian  Quarterly. 

In  addition,  Asia  Pacific  security  issues  have  been  a  major  pre-occupation  of  ASEAN 
since  its  founding.  The  Asia  Pacific  has  now  a  forum  and  mechanism  where  formal  multi- 
lateral dialogues  can  be  held  to  discuss  and  consider  both  traditional  and  non-traditional 
security  issues.  Articles  on  these  issues  are  also  included  in  this  journal. 


Daniel  Setyawan 


Current  Events 


Reading  the  Figures  of  the  1994/1995 
Draft  State  Budget* 

M.  Sadli 


THE  figures  of  expenditures  and  re- 
venues unveiled  in  the  1994/1995 
Draft  State  Budget  show  an  increase 
of  11.9  per  cent  higher  than  that  of  1993/ 
1994.  With  the  inflation  rate  below  10  per 
cent  and  very  likely  at  6  per  cent  per  annum, 
there  will  be  a  real  increase  of  approximately 
5  per  cent.  It  is  a  small  percentage,  but  in 
view  of  the  situation,  especially  with  regard 
to  the  estimated  oil  revenues  which  have 
fallen  to  Rp2.3  trillion  or  a  decline  of  nearly 
20  per  cent,  the  1994/1995  Draft  State 
Budget  appears  to  be  acceptable.  In  his  ad- 
dress to  Parliament  President  Soeharto  said, 
"As  I  mentioned  just  now,  domestic  re- 
venues, except  those  of  oil  and  gas,  also  in- 
clude net  oil  profit.  This  income  is  obtained 
from  the  profit  of  domestic  fuel-oil  sales  of 
which  the  production  cost  is  based  on  the  oil 
price  set  at  16  dollars  per  barrel.  Neverthe- 
less, on  the  whole  revenues  from  the  oil/gas 
sector  have  declined  substantially  at  the 
lower  crude  oil  prices." 

*This  article  is  translated  from  "Visi  &  Dialog", 
Suara  Karya  daily,  7  January  1994. 


This  last  sentence  needs  to  be  questioned. 
Given  a  hypothetical  situation  where 
Indonesia  consumed  the  entire  domestic  pro- 
duction, meaning  no  oil  export,  if  crude  oil 
prices  on  the  international  market  is  low,  in- 
come tax  imposed  on  oil  companies  will  also 
decline,  but  net  oil  profit  will  be  substantial 
provided  the  domestic  oil  prices  will  be  kept 
high.  The  latter  will  offset  the  former. 

The  decline  in  revenues  from  the  oil  sec- 
tor by  Rp2.3  trillion,  or  approximately  US$1 
billion,  is  a  question  mark.  Crude  oil  prices 
for  the  1994/1995  Draft  State  Budget  are 
estimated  at  $16  per  barrel,  two  dollars 
lower  than  those  estimated  for  the  1993/ 
1994  Draft  State  Budget.  In  many  instances 
the  government,  among  others  the  Finance 
Minister,  stated  that  the  impact  of  one  dollar 
decline  in  oil  prices  was  a  loss  of  about  Rp600 
billion.  Two  times  Rp600  billion  is  equal  to 
only  Rpl.2  trillion. 

Since  the  domestic  fuel-oil  prices  do  not 
undergo  any  changes,  that  is,  not  lowered, 
the  1994/1995  Draft  State  Budget  expects  a 
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substantial  net  oil  profit,  amounting  to 
Rp2,519  billion.  This  means  that  the  declined 
tax  revenues  from  the  oil  sector  of  Rp2,303 
billion  may  be  compensated  for  by  the 
Rp2,519  billion  of  net  oil  profit.  It  is  as 
though  the  deficit  of  the  state  budget  will  be 
overcome  notwithstanding  the  declining 
prices  of  crude  oil.  On  the  other  hand,  there 
is  another  possibility,  namely  with  the  falling 
oil  prices,  revenues  from  the  oil/gas  sector 
will  also  decline  and  weaken  the  balance  of 
payment.  No  doubt,  the  current  account 
deficit  of  1994/1995  is  estimated  to  be  bigger 
than  that  of  1993/199.4. 

The  figures  of  1994/1995  Draft  State 
Budget  also  reveal  that  fuel-oil  prices  are 
currently  profitable  in  fiscal  terms  because 
they  make  the  state  budget  as  it  were  invul- 
nerable to  the  fluctuating  crude  oil  prices. 
This  net  oil  profit  has  also  added  to  domestic 
revenues,  which  should  gradually  reach  a 
more  reasonable  level,  about  15  per  cent  of 
the  GDP.  For  the  fiscal  year  of  1994/1995 
tax  revenues  are  estimated  to  amount  at 
Rp40,074.4  billion  and  the  GDP  is  estimated 
to  stand  at  Rp287,447.8  billion,  or  at  a  ratio 
of  13.9  per  cent.  In  fiscal  terms  the  net  oil 
profit  is  not  regarded  as  tax,  but  economical- 
ly it  is  natural  to  consider  it  as  tax,  and  there- 
fore fiscal  revenue  in  its  widest  sense  in  Indo- 
nesia has  met  internationally  proper  stan- 
dard (for  lower  middle  income  developing 
countries  without  social  services,  unlike  in- 
dustrialised countries). 

Routine  Budget 

The  routine  expenditures  show  the  allot- 
ment for  salaries  of  civil  servants,  both  at  the 
central  and  regional  level,  which  take  nearly 
half  of  the  entire  routine  expenditures 


amounting  to  Rp42.36  trillion,  followed 
closely  by  the  allotment  for  interest  payment 
and  repayment  of  foreign  debts  (approx. 
Rpl8  trillion).  The  government  stated  that 
there  would  be  no  raise  of  civil  servants' 
salaries.  On  the  other  hand  the  allotment  for 
expenditures  of  civil  servants  reveals  a  sub- 
stantial increase,  namely  an  increase  of  19.4 
per  cent  for  the  expenditures  of  civil  servants 
at  the  central  level,  and  17.9  per  cent  for  re- 
gional civil  servants.  One  may  raise  the  ques- 
tion as  to  the  purpose  of  this  substantial  in- 
crease. Can  one  still  expect  Lebaran/New 
Year  allowance,  or  a  raise  in  monthly  al- 
lowance? 

The  interest  payment  and  repayment  of 
foreign  debts  amount  to  Rpl7,652.3  bilhon, 
which  has  increased  by  17.9  per  cent  com- 
pared to  the  current  fiscal  year.  Owing  to  the 
impact  of  difference  in  foreign  exchange 
rates,  it  can  be  estimated  that  the  amount 
would  be  stable  in  foreign  exchange  rate. 
This  means  that  the  foreign  debts  of  the  gov- 
ernment have  not  as  yet  been  reduced.  Only 
the  debt-service-ratio  could  be  curbed  if  the 
growth  rate  of  foreign  debts  is  kept  smaller 
than  the  export  increase  of  goods  (oil/gas 
and  non-oil/gas)  and  services. 

The  dilemma  faced  by  the  Indonesian 
government  is  that,  should  the  development 
budget  keep  increasing  from  year  to  year, 
and  if  it  is  expected  that  concurrently  the 
amount  of  foreign  debt  will  decrease,  the 
volume  of  taxes  and  other  domestic  revenues 
have  to  be  substantially  magnified.  This  pic- 
ture is  already  evident  in  the  1994/1995 
Draft  State  Budget  because  domestic  re- 
venues excluding  oil/gas  revenues  rise  by 
24.6  per  cent  (to  compensate  for  the  15  per 
cent  decrease  of  revenues  from  oil  and  gas). 
What  is  still  questionable  is  whether  by 
magnifying  revenues  from  taxes,  it  would 
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not  result  in  "contraction"  of  economic  ac- 
tivities and  have  a  negative  impact  on  the  in- 
vestment volume  of  the  private  sector  (since 
the  private  sector  has  to  transfer  a  substan- 
tial amount  of  funds  to  the  government)? 

Development  Budget 

Development  expenditures  "only"  in- 
crease by  8.6  per  cent,  which  means  that  in 
real  terms  (calculating  the  impact  of  infla- 
tion and  depreciation  of  the  rupiah  rate  of 
exchange)  it  is  more  or  less  constant.  This 
development  expenditures  amount  to 
Rp27,398.3  billion,  or  only  9.5  per  cent  of  the 
GDP.  This  means  that  government  invest- 
ment account  only  for  one  third  of  the  total 
capital  needed  for  national  development.  It 
follows  that  the  private  sector  has  to  invest 
capital  twice  that  much.  This  would  be  a 


very  hard  mission  for  the  private  sector, 
business  circles,  and  the  society  at  large. 

If  we  scrutinise  the  allotment  of  this 
development  fund  by  sector  it  appears  that 
the  Regional  Development  is  allotted  Rp4.5 
trillion,  infrastructure  (roads  -  Rp3.5  tril- 
lion), education  (Rp2.7  trillion),  energy 
(Rp3.5  trillion),  agriculture  and  irrigation 
(Rpl.3  trillion),  and  defence  more  than  Rpl 
trillion  respectively.  The  health  and  social 
welfare  sectors  are  allotted  Rpl  trillion  res- 
pectively. 

Apparently  the  allocation  of  resources 
pattern  is  quite  appropriate,  i.e.  the  accor- 
dance with  the  national  priorities.  In  addi- 
tion, the  President  has  given  directives  to 
give  priorities  to  on-going  projects,  especial- 
ly to  the  Operation  and  Management  aspect 
(O  &  M),  and  concerted  efforts  should  be 
made  to  complete  the  projects  timely. 


Undercurrent  in  the  Dynamics  of 
Indonesian  Democracy:  The  PDI  Case 


M.  Djadijono 


Introduction 

IN  any  society  based  on  whatever  ideolo- 
gy, stratifications  cannot  be  denied. 
These  stratifications  are  also  found  in 
Indonesian  political,  economic  and  social 
systems  based  on  Pancasila  and  the  1945 
Constitution  and  adhering  to  the  principles 


of  family  spirit,  togetherness  and  mutual 
help. 

The  emergence  of  stratifications  in 
economic  life  may  be  found  e.g.  in  the 
Guidelines  of  State  Policy  (GBHN)  of  1988: 
"...  (there  is)  a  small  social  stratum  with  a 
very  strong  economic  position  which  domi- 
nates the  greater  part  of  the  national  eco- 
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nomy,  while  on  the  other  hand  the  majority 
of  the  society  finds  itself  in  a  weak  economic 
condition 

Stratification  is  also  fund  in  the  political 
structure  in  Indonesia:  Comprising  socio- 
political organisations  usually  called  political 
infrastructure  and  State  Organs  (political 
suprastructure).  There  are  also  institutions 
for  the  implementation  of  national  develop- 
ment (Government  Agencies)  and  those  that 
supervise  the  Government  tasks  executed  by 
the  Government  (House  of  Representatives 
and  State  Audit  Board).  In  the  mechanism 
of  the  political  system  we  also  know  the  in- 
formal political  machine  and  the  formal 
political  machine.  Meanwhile  in  political 
sociology  one  knows  the  terms  leader  and 
follower,  besides  other  terms  like  formal 
leadership  and  informal  leadership,  and  in 
the  structure  of  state  life,  even  this  leader- 
ship is  structured.'* 

In  a  such  a  context,  it  would  not  be 
mistaken  to  say  that  in  the  interactions  of 
daily  political  life  in  Indonesia,  there  is  also 
an  undercurrent  as  well  as  an  upper  current. 
However,  to  determine  which  one  is  really 


Decree  of  the  People's  Consultative  Assembly 
(MPR  No.  II/MPR/1988)  on  the  Guidelines  of  state 
Policy,  Chapter  III.  GENERAL  PATTERN  FOR 
LONG  TERM  DEVELOPMENT,  B.  DIRECTION  OF 
LONG  TERM  DEVELOPMENT,  item  6. 

^Rusadi  Kantaprawira,  Sistem  Polilik  Indonesia 
Model  Penganlar  [The  Indonesian  Political  System,  An 
Introductory  Model]  (Bandung:  Sinar  Baru,  1983), 
49-57. 

■'See  for  example  Wahyono  S.  Kusumoprojo,  Kepe- 
mimpinan  dalam  Sejarah  Bangsa  Indonesia  [Leadership 
in  the  Indonesian  National  History]  (Jakarta:  Yayasan 
Kejuangan  Panglima  Besar  Sudirman,  1992),  61-62. 

^National  Defence  Institute,  Sistem  Menejemen  Na- 
sional  [National  Management  System]  (Jakarta:  LEM- 
HANNAS,  1989),  13-14. 


the  undercurrent  or  the  opposite,  is  indeed 
not  easy.  Because  those  what  are  referred  to 
as  lower  as  well  as  upper  circles  are  basically 
heterogeneous  and  also  stratified.  In  practice 
there  may  be  a  mixture  between  one  and  the 
other  current. 

In  general  one  may  say  that  the  under- 
current consists  of  aspirations,  wishes  and 
hopes  emerging  from  a  group  of  people  who 
are  not  in  an  upper  position  in  the  social  nor 
in  the  political  strata.  Meanwhile  the  upper 
current  consists  of  aspirations,  wishes  and 
hopes  coming  from  the  elite  (those  who  are 
in  the  ranks  of  leaders)  of  certain  non- 
governmental, socio-political  organisations 
as  well  as  State  Organs. 

Some  Cases  of  the  Emergence  of  (he 
Undercurrent 

One  of  the  interesting  things  to  be  noted 
and  studied  in  the  dynamics  of  democratic 
life  in  Indonesia  during  1993  is  the  emer- 
gence of  the  undercurrent  "clashing"  with 
the  upper  current  in  political  interactions. 
This  phenomenon  is  interesting  to  be  studied 
because  it  kept  increasingly  surging  in  the 
second  semester  and  the  final  quarter  of 
1993. 

A  few  examples  may  be  presented  on  this 
matter.  Among  those  are  the  following 
cases:  a  series  of  demonstrations  on  the 
question  of  elections  of  village  heads  in 
several  regions  in  West  Java;^  demonstra- 
tions on  land  condemnations  for  projects  of 
luxurious  houses  and  golf  courses,  the  mat- 
ters of  wages  and  welfare  of  workers,  and 


Sec  M.  Djadijono,  " Merunut  Fenomena  Demokra- 
si"  ["Tracing  Democratic  Phenomena  in  Indonesia], 
BERN  AS,  4  November  1993. 
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the  demonstrations  of  the  community  at 
Sampang,  Madura,  against  the  building  of 
the  Nipah  reservoir;^  the  Fourth  Democratic 
Party  (PDI)  Congress  in  Medan;  demonstra- 
tions of  the  students'  Senate  of  the  Gajah 
Mada  University  concerning  the  need  of  a 
Law  on  the  Presidential  Institution,  demon- 
strations of  several  students  circles  in  some 
regions  against  the  SDSB  (a  State  Lottery);^ 
The  Extraordinary  Congress  (KLB)  of  the 
PDI  in  Surabaya:  the  candidacy  and  election 
of  the  Governor  of  Central  KaUmantan  by 
the  end  of  1993,  and  the  like. 

The  Legitimacy  of  the  Emergence  of 
the  Undercurrent 

There  are  at  least  three  factors  for  the 
emergence  of  the  undercurrent  during  1993  i 
that  have  been  flaring  up  more  and  more  in 
the  final  quarter.  Those  three  factors  are:  the 
constitutional  message  (Decrees  of  the  Peo- 
ple's Consultative  Assembly  (MPR),  espe- 
cially on  the  Guidehnes  of  State  Pohcy/ 
GBHN),  the  political  climate  created,  and 
because  of  the  results  of  national  develop- 
ment in  general. 

The  MPR  Decree  on  the  GBHN  of  1988 
i.a.  points  out  that:  "..  in  the  framework  of  I 
improving  the  quality  of  political  life,  parti- 
cipation of  the  people  in  national  political 
life  should  be  encouraged  and  promoted."^ 


See  M.  Djadijono,  "Unjuk  Rasa  dan  Keterbukaan 
Politik"  [Demonstrations  and  Political  Openness], 
BERNAS,  20  November  1993. 

^ Media  Indonesia,  4  September  1993. 

^Forum  Keadilan  II,  no.  15  (1 1  November  1993)  and 
Kompas,  6  November  1993. 

'MPR  Decree  no.  II/MPR/1988  on  the  GBHN  IV. 
B/DANG  POLITIK,  APARATUR  PEMERINTAH, 


In  another  part  it  was  also  pointed  out  that: 
"In  the  context  of  reinforcing  the  growth  of 
Pancasila  democracy,  it  is  necessary  to  im- 
prove the  capability  and  afford  wider  oppor- 
tunities to  the  people  to  voice  their  aspira- 
tions and  interests,  and  for  the  social 
political  groups  to  accommodate  and  chan- 
nel them,  so  that  a  mutual  political  com- 
munication may  develop  between  communi- 
ties, and  between  the  community  and  the 
legislative  bodies,  and  the  Government," 

Furthermore,  in  the  1993  GBHN  i.a.  the 
message  was  conveyed  that:  "...  political 
development  is  directed  toward  reforming 
political  life  in  order  to  improve  the  func- 
tions of  the  political  infrastructure  and 
suprastructure  and  open  interactions  within 
and  between  the  two  in  keeping  with  Pan- 
casila Democracy:  intensify  the  participation 
of  the  whole  society  in  political  Ufe.^^  For 
this  purpose:  "The  opportunities  and  capa- 
bilities of  the  people  in  order  to  express  and 
to  fight  for  their  aspirations  and  interests 
through  the  channels  of  aspirations  in  socie- 
ty, in  keeping  with  the  regulations  of  the 
Law  should  be  continuously  developed  in 
order  to  reinforce  the  growth  of  Pancasila 
Democracy  ..." 


HUKUM,  PENERANGAN  DAN  MEDIA  MASSA, 
HUBUNGAN  LUAR  NEGERI  [POLITICS,  GOV- 
ERNMENT APPARATUS,  LAW,  INFORMATION 
AND  MASS  MEDIA,  FOREIGN  RELATIONS],  1. 
Politics,  letter  a. 

'°MPR  Decree  No.  II/MPR/1988  on  GBHN  Chap- 
ter IV,  POLITICS  ....  item  1,  leUer  g. 

"GBHN  1993,  Chapter  IV.  F.  KEBIJAKSANAAN 
PEMBANGUNAN  LIMA  TAHUN  KEEN  AM, 
UMUM  [POLICIES  OF  THE  SIXTH  FIVE  YEARS 
DEVELOPMENT  PERIOD,  GENERAL],  item  38. 

'^GBHN  1993,  Chapter  IV,  F.  POLITICS  1. 
Politics,  letter  f. 
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Meanwhile,  especially  for  the  state  and 
Government  apparatuses,  the  1993  GBHN 
conveyed  the  message  that  they  be  respon- 
sive to  the  aspirations  of  the  people  and  the 
dynamic  changes  of  the  strategic  environ- 
ment . . .  and  be  increasingly  capable  of  serv- 
ing, protecting,  and  creating  the  initiative  as 
well  as  active  role  of  the  people  in  national 
development,  and  to  be  responsive  to  the  in- 
terests and  aspirations  of  the  people. 

The  statements  made  by  the  Head  of 
State  that  were  conveyed  either  by  himself  or 
through  his  Ministers,  were  felt  to  be  suffi- 
ciently conducive  for  the  emergence  of  an 
undercurrent.  This  is  among  other  things 
evident  from  the  explanations  given  by  Pre- 
sident Soeharto  in  his  speech  at  the  Cere- 
mony of  his  Inaugural  Oath  as  President  of 
the  Republic  of  Indonesia  before  the  General 
Session  of  the  People's  Consultative 
Assembly,  March  11,  1993.  President  Soe- 
harto said  as  follows: 

"...  I  ask  for  support,  directions,  and  control  from 
the  House  of  Representatives  that  is  also  a  Member 
of  the  MPR.  This  support  will  strengthen  my  convic- 
tion to  continue  the  steps  I  am  taking.  These  correc- 
tions will  remind  me  to  reconsider  the  policy  of  the 
Government  that  I  have  decided.  This  control  will 
prevent  me  from  making  any  mistakes  that  need  not 
occur  ..." 

Furthermore,  in  the  Opening  Speech  of  the 
Fourth  PDI  Congress  in  Medan,  July  21, 
1993,  President  Soeharto,  among  others 
pointed  out: 

"...  The  Government,  in  all  its  ranks  is  continually 
applying  consolidation  and  is  preparing  steps  to  be 
taken  eventually.  Its  target  is  the  expansion  of 
chances  and  opportunities  as  wide  as  possible  for  the 
growth  and  development  of  creativity  and  initiative 
of  the  society  in  national  development.  The  steps  to- 

"GBHN  1993,  Chapter  IV.  F.,  POLITICS  ....  3. 
State  Apparatus,  letters  b  and  d. 


ward  deregulation,  debureaucratisation  and  decen- 
tralisation will  always  be  carried  on  and  improved, 
so  that  at  a  given  moment  the  engine  of  national  de- 
velopment can  be  fully  in  the  hands  of  society  ..." 

On  another  occasion  he  stressed  also  that: 

"...  In  an  increasingly  dynamic  society  there  will  de- 
cidedly be  frictions,  even  conflicts  and  controver- 
sies, but  these  are  natural  and  inevitable.  In  settling 
these  frictions,  conflicts  and  controversies,  the  way 
to  be  taken  is  not  muffling  them,  but  creating  pro- 
cedures and  etiquette  to  settle  these  peacefully,  ethic- 
ally, in  a  mature  and  civilized  manner  ..."''* 

President  Soeharto  reiterated  the  matter 
in  his  State  Address  before  the  Plenary  Ses- 
sion of  the  House  of  Representatives  on 
August  16,  1993: 

"...  difference  of  opinion  is  valid  in  national  and 
state  life.  Difference  of  opinion  exactly  constitutes 
strength  in  reaching  agreement  which  is  more  in- 
valuable for  the  interests  of  all  parties.  But  there  is 
one  thing  that  must  be  adhered  to  vigorously.  This 
is:  settlement  of  difference  of  opinion  in  order  to 
reach  a  consensus  should  take  place  in  a  democratic 
way  and  constitutionally". 

Meanwhile,  to  the  State  Minister  for  the 
Role  of  Women,  Mrs.  Mien  Soegandhi  and 
the  State  Minister  of  Youth  and  Sports, 
Hayono  Isman,  President  Soeharto  pointed 
out  that:  "The  President  never  gives  his 
blessing,  nor  does  he  drop  a  general  chair- 
person on  the  Functional  Group  (Golkar), 
the  Farmers  Association  (HKTI),  the 
Youth  Committee,  or  the  Democratic  Party 
(PDI).  The  Government  never  carries  out 


Presidential  Speech  at  the  Opening  of  the  Coordi- 
nation Meeting/Forum  for  Communications  and  Con- 
sultation among  the  Department  of  the  Interior  and  the 
Central  BP.7  and  the  Regional  BP.7  besides  the  First 
Level  Regional  Social  Directorate  in  all  of  Indonesia, 
Istana  Negara  Jakarta,  5  August  1993  {Media  Indone- 
sia, 6  August  1993). 

^^Kompas,  18  August  1993. 
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any  'dropping'  of  general  chairpersons  for 
whatever  congress."'^  The  emergence  of  the 
undercurrent  waves  is  also  affected  by  the 
success  of  national  development  in  general. 
It  is  a  reality  that  national  development  has 
improved  welfare  and  education  of  the  peo- 
ple by  and  large. 

Viewed  from  the  aspect  of  the  poor 
population  in  1976  there  were  54.2  miUion 
poor  people,  but  by  1990  this  number  had 
dwindled  to  27.2  million  people.'^  The  total 
number  of  illiterates  among  the  Indonesians 
also  saw  quite  a  significant  reduction.  In 
1971  there  were  about  39  per  cent  illiterates, 
while  by  1990  there  were  only  16  per  cent 
left.  The  Indonesian  work  force  has  also  ex- 
perienced an  improvement  in  their  educa- 
tion: in  1971,  about  43  per  cent  of  the  entire 
Indonesian  labour  force  did  not  have  any 
schooling,  while  in  1990,  the  number  of 
those  that  did  not  attend  schools,  remained 
17  per  cent.^^  Meanwhile,  according  to  many 
experts  the  rise  of  pohtical  awareness  and  the 
development  of  democracy  is  highly  affected 
by  the  prosperity  and  intellectual  level  of  the 
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people.  Basing  oneself  on  such  a  theory 
one  may  say  that  by  the  very  increase  of  pro- 
sperity and  intellectual  level,  the  population 
has  become  more  and  more  critical  regarding 
the  values  of  political  Ufe. 


Media  Indonesia,  Editorial,  18  October  1993. 

'^See  Enclosure  to  the  Account  Address  of  the 
President/Mandatory  of  the  MPR-RI  before  the  Gen- 
eral Session  of  the  MPR-RI,  1  March  1993.  Graph  1.5, 
7. 

'^Account  Address  of  the  President/Mandatory  of 
the  MPR-RI  before  the  General  Session  of  the  MPR-RI, 
1  March  1993. 

"See  for  example  Harold  Crouch,  Perkembangan 
Politik  dan  Modernisasi  (Political  Developments  and 
Modernization]  (Jakarta:  Yayasan  Perlchidmatan, 
1982),  115  and  118. 


The  PDI  Case:  The  Undercurrent 
and  Its  Obstacles 

One  of  the  potentials  of  the  under  cur- 
rent waves  that  need  more  profound  study 
among  the  cases  presented  before,  is  what 
happened  within  the  PDI.  It  is  among  other 
things  due  to  the  fact  that  in  terms  of  the 
constitutional  law  as  well  as  mechanism  of 
the  political  system  in  Indonesia,  the  PDI 
constitutes  one  of  the  democratic  institutions 
in  this  country.  Besides,  the  PDI  is  also  one 
of  the  parties  that  have  been  given  authority 
and  legality  to  accomodate  and  channel  the 
people's  aspirations  which  have  to  be  fought 
for  in  the  political  decision  making  in  the 
mechanism  of  the  political  system. 

As  we  know,  a  few  moments  before  the 
Fourth  Congress  of  the  PDI  was  held  in 
Medan,  July  21  through  25,  1993,  Soerjadi 
(General  Chairperson  of  the  PDI  Executive 
Committee  as  a  result  of  the  Third  Congress 
in  1986)  was  "waylaid"  by  various  upper 
current  barricades  so  that  he  would  not  be 
re-elected.  Among  those  "barricades"  was 
the  summons  for  him  to  act  as  a  witness  in 
the  case  of  kidnapping  and  abusing  of  two 
Democratic  Youth  Leaders,  with  Alex  As- 
masubrata  (Chairperson  of  the  Regional  Ex- 
ecutive Council  of  Jakarta  Special  Region) 
as  defendant  at  the  District  Court  in  South 
Jakarta.  Aside  from  this,  two  days  before 
the  Fourth  Congress  of  the  PDI  was  opened, 
shortly  after  reporting  to  the  President  at 
Jalan  Cendana,  Jakarta,  The  Commander 
of  the  Armed  Forces,  General  Faisal  Tan- 
jung  affirmed:  "Do  not  elect  a  General 
Chairperson  for  the  PDI  who  is  legally  dis- 
reputable."^^ 


See  for  example  Media  Indonesia.  Editorial,  4 
September  1993. 


In  an  atmosphere  where  apparently  a 
disapproving  upper  current  prevailed,  the 
participants  of  the  Fourth  PDI  Congress  in 
Medan  exactly  elected  Soerjadi  as  Chairper- 
son of  the  Executive  Council  of  the  PDI  for 
the  1993-1998  term  and  was  appointed  as  the 
Council  former  ("formateur")  with  a  full 
mandate  to  complete  the  composition  and 
the  PDI  Executive  Council  for  the  1993- 
1998  term.  But  the  decisions  of  the  Congress 
were  not  recognised  by  the  Government  and 
the  Fourth  PDI  Congress  was  declared  to 
have  failed.  By  the  Mihister  of  the  Interior, 
Yogie  S.  Memet,  it  was  even  emphasised  that 
the  PDI  Executive  Council  was  experiencing 
a  vacuum.  Therefore  it  was  necessary  to 
form  a  Care  Taker  Executive  Council  for  the 
PDI  (an  institution  without  any  legal  basis 
according  to  the  Statutes  and  the  bylaws  of 
the  PDI)  with  the  task  to  organise  and  to 
lead  an  Extraordinary  Congress  (KLB) . 

At  last  the  KLB  PDI  could  be  conducted 
in  Surabaya  from  December  2  through  6, 
1993.  At  this  KLB  the  wave  of  aspirations  of 
the  undercurrent  also  surfaced.  It  desired 
Megawati  Soekarnoputri  as  the  General 
Chairperson  of  the  PDI  Executive  Council, 
1993-1998  term,  whereas  the  upper  current 
made  the  impression  of  "blessing"  a  dif- 
ferent candidate  and  tried  to  prevent  Mega- 
wati from  getting  this  position  through  many 
methods.  The  undercurrent  that  desired  Me- 
gawati as  the  General  Chairperson  of  the 
PDI  Executive  Council  could  finally  not  be 
legalised  through  the  plenary  session  of  the 
KLB.  The  validation  of  the  undercurrent 
had  to  be  performed  through  an  organisa- 
tional mechanism  that  had  the  characteristics 
of  an  emergency,  namely  a  National  Con- 
ference (MUNAS)  of  the  Party,  Jakarta,  De- 
cember 22  through  23,  1993.  This  did  not 
happen  until  the  upper  stream  intervened, 
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named  by  the  summoning  of  Megawati  by 
several  officials,  and  after  the  officers  of  the 
Regional  Executive  Council  of  the  PDI  of  all 
of  Indonesia  had  been  assembled  and  given 
"directives"  by  the  leaders  of  domestic 
pontics. 


Causes  for  the  Obstacles  of  Fulfill- 
ment of  the  Undercurrent  in  the  PDI 

The  obstacles  in  the  fulfillment  of  the 
undercurrent  in  the  PDI  to  become  the  final 
decision  basically  has  been  due  to  two  main 
factors:  internal  and  external.  Internally, 
there  are  at  least  three  factors:  (1)  Among 
the  participants  of  the  KLB  itself  there  is 
found  quite  an  acute  difference  of  opinion 
on  the  procedure  and  mechanism  of  the  Exe- 
cutive Council  elections:  the  majority  of  the 
members  want  direct  elections  by  the  floor  in 
the  Plenary  Session:  but  another  part  desires 
the  formateur  system;  (2)  within  the  body  of 
the  PDI  caretaker  executive  council  the  im- 
pression prevails  that  there  are  some  who 
wish  to  have  themselves  come  forward  to  be- 
come the  General  Chairperson  or  at  least  to 
enter  the  ranks  of  the  definite  Executive 
Council  as  result  of  the  KLB.  Therefore, 
there  is  the  impression  that  it  was  being 
"engineered"  in  order  that  the  sessions  of 
the  KLB  met  a  deadlock;  (3)  there  is  also  a 
non-structural  PDI  group  (the  group  of  17, 
the  definite  Executive  Council  and  the  tran- 
sitory Executive  Council)  that  make  efforts 
to  have  "their  people"  occupy  seats  in 
the  ranks  of  the  Executive  Council.  These 
members  of  the  non-structural  PDI  feel  that 
this  matter  will  only  materialise  if  the  mech- 
anism and  procedure  of  electing  the  Execu- 
tive Council  of  the  PDI  are  implemented 
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through  formateurs.  With  such  a  mechan- 
ism, the  strength  of  the  supporters  from  out- 
side the  PDI  is  hoped  to  be  able  to  fight  for 
these  aims. 

The  obstacles  in  the  fulfillment  of  the 
undercurrent  in  the  PDI  is  also  due  to  exter- 
nal factors.  In  the  case  of  the  Fourth  Con- 
gress in  Medan  e.g.,  although  all  the  partici- 
pants had  elected  Soerjadi,  the  Government 
did  not  recognise  him  only  on  the  ground  of 
technical  considerations.  Besides,  the 
obstruction  in  the  fulfillment  of  the  under 
current  in  the  PDI  may  well  be  caused  by  ex- 
ternal forces  which  have  enjoyed  the  fruits 
of  established  political  aS  well  as  economic 
positions.  This  supposition  is  pretty  well 
founded,  because  in  the  last  five  years  the 
PDI  has  experienced  a  very  dynamic  course. 

In  the  1992  Election  campaigns,  the  PDI 
offered  a  very  challenging  theme,  namely  the 
need  for  changes  in  the  practice  of  national 
and  state  life  of  the  people.  In  the  political 
field  e.g.  the  idea  has  arisen  regarding  the 
need  for  limiting  the  term  of  the  President's 
office.  In  the  economic  field,  the  idea  came 
up  to  combat  corruption  and  coUution,  the 
need  for  a  Law  protecting  small  and 
medium-scale  enterprises  and  an  Anti- 
Monopoly  Law.  In  such  themes,  in  the  1992 
Elections,  the  PDI  turned  out  to  be  able  to 
get  more  sympathy  and  support  from  the 
voters,  so  that  the  party's  representatives  in 
the  Regional  representative  councils  (DPRD 
11  and  DPRD  I,  as  well  as  in  the  National 
House  of  Representatives  increased  signi- 
ficantly. The  acquisition  of  seats  in  the  Sec- 
ond Level  Regional  People's  Representative 
(DPRD  II)  through  Indonesia  in  the  1982 
Elections  was  only  446  seats.  In  the  1987 
Elections  the  number  rose  to  682.  Whereas 
in  1992  the  number  amounted  to  1,092.  On 
the  other  hand,  the  acquisition  of  PDI  seats 
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for  the  First  Level  DPRDs  throughout 
Indonesia  in  the  1982  Elections  was  only  54, 
in  the  1987  Elections,  the  number  of  seats 
became  99,  while  in  1992  it  rose  again  to  132. 
The  acquisition  of  seats  of  the  PDI  for  the 
National  DPR  also  saw  quite  a  significant  in- 
crease. In  the  1982  Elections  there  were  only 
24  seats,  which  number  rose  to  40  in  the  1987 
votings,  while  in  the  1992  polls  this  went  up 
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again  to  56. 

Side-Effects  of  Obstructions  in  the 
Undercurrent  within  the  PDI 

The  obstructions  in  the  fulfillment  of  the 
under  current  in  the  body  of  the  PDI  could 
cause  political  as  well  as  economic  impacts 
for  the  Government  and  Society  in  general. 
Politically,  the  function  and  the  task  of  the 
PDI  as  an  accommodator  and  channel  of 
social  aspirations  got  impeded. 

Viewed  from  the  aspect  of  the  mechan- 
ism of  political  democratic  life,  the  impedi- 
ments of  the  fulfillment  of  the  undercurrent 
and  the  insufficient  functioning  of  the  PDI's 
role  will  in  turn  hamper  the  input-output 
process  of  the  national  political  system.  This 
is  due  to  the  fact  that  the  PDI  is  one  of  the 
pillars  of  the  political  system  in  Indonesia 
whose  rights  and  obligations  were  among 
others  those  of  a  channel  and  accommodator 
of  the  people's  aspirations,  of  the  partici- 
pants in  General  Elections,  of  formulators 
of  national  policies  through  the  House  of 
Representatives  and  the  People's  Consulta- 
tive Assembly  as  well  as  the  provincial  and 
regency  policies  through  the  DPRD  I  and 
DPRD  II  besides  being  the  supervisor  of  its 

^'M.  Djadijono,  "KLB  PDIdan  Pemberantasan  Ke- 
miskinan"  [Extraordinary  Congress  of  PDI  and  Com- 
bauing  of  Poverty],  fl£'/?A'/15,  1  December  1993. 
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own  policies  through  the  House  of  Represen- 
tatives. 

After  studying  the  aspect  of  the  role  that 
has  to  be  played  by  the  Government  in  ex- 
ecuting political  conditioning  at  home,  the 
obstruction  of  the  undercurrent  in  the  PDI 
may  also  have  a  negative  impact.  Among 
other  things  one  believes  that  those  in 
authority  do  not  sufficiently  act  as  guardians 
and  protectors.  What  shows  up  more  is  ex- 
actly the' Government  in  its  appearance  as 
rulers.  To  a  certain  degree,  such  a  situation 
will  give  rise  to  an  evaluation  that  the  Gov- 
ernment is  an  "obstructing"  power  for  the 
independence  and  the  improvement  of  the 
capability  and  the  quality  of  Political  Par- 
ties. More  than  that,  it  will  give  the  impres- 
sion as  well,  that  the  Government  is  as  it 
were  a  conservative  force  overcome  with 
fear.  In  such  a  condition,  the  Government's 
authority  is  questionable. 

Economically,  the  impediments  in  the 
fulfillment  of  the  undercurrent  may  cause 
quite  a  wide  impact,  too.  It  is  not  impos- 
sible that  questions  may  arise  from  the 
people  directed  towards  the  domestic  poli- 
tical conditioners:  why  is  it  that  for  the  elec- 
tion of  the  PDI  Executive  Council  the  party 
is  as  it  ware  allowed  to  go  through  an  ir- 
regular process  (through  three  successive  na- 
tional meetings)  at  the  cost  of  billions  of 
rupiahs  that  have  to  be  supplied  to  the  PDI? 
Not  to  mention  the  funds  that  may  be  spent 
to  finance  the  political  conditioning  in 
various  regions,  by  the  Department  of  the 
Home  Affairs  itself.  This  fund  is  known  by 
the  public  as  a  budget  that  must  be  reported 
but  need  not  be  accounted  for. 

Regarding  this  latter  phenomenon,  the 
public  is  bound  to  wonder:  is  this  not  a  waste 
that  harms  the  interests  of  the  people?  If  the 


funds  spent  by  the  Government  for  the  KLB 
and  the  MUNAS  (National  Conference)  of 
the  PDI  (that  need  not  have  taken  place) 
were  calculated  the  minimal  estimate  would 
be  1.5  bilHon  rupiahs,  and  this  amount  had 
better  be  supphed  to  75  backward  villages. 
Even  though  this  amount  is  relatively  small, 
if  one  looks  at  the  number  of  the  population 
living  in  those  villages,  this  amount  would 
not  be  a  trifle  contribution.  It  would  not  be 
impossible,  either,  that  the  people  is  also 
wondering  about  the  spending  of  the  funds 
to  finance  the  KLB  and  the  MUNAS  of  the 
PDI,  from  the  aspect  of  accountability. 
What  would  happen  if  the  public  also  took 
into  account  the  waste  of  time,  energy  and 
thinking  of  the  national  cadres  (the  Govern- 
ment's bureaucracy  apparatus,  the  members 
of  the  Armed  Forces,  and  also  the  PDI 
cadres).  This  is  a  situation  where  it  makes 
sense  that  people  are  deeply  concerned  and 
keep  wondering. 

Besides  the  negative  impact  mentioned 
above,  there  is  also  a  positive  one  for  the 
PDI  as  well  as  for  the  development  of  demo- 
cratic life  in  Indonesia  in  the  future.  For  the 
PDI,  the  obstruction  in  the  fulfillment  of  the 
undercurrent  causing  a  delayed  settlement, 
in  turn  constituted  a  campaign  in  itself  for 
the  advancement  of  the  PDI  in  the  next  five 
years. 

Seen  from  the  development  of  demo- 
cratic hfe  in  Indonesia,  the  case  of  the  PDI 
will  also  be  a  lesson  and  an  experience  of  its 


According  to  the  data  of  the  Central  Bureau  of 
Statistics  (BPS),  in  Indonesia  there  are  still  22.917. 
Backward  Villages  (Desa  Tertinggal),  and  according  to 
the  Presidential  Speech  in  the  Introduction  to  the  Draft 
Budget  (RAPBN)  for  1994/1995  in  the  DPR  on  6 
January  1994,  each  Backward  Village  will  be  supplied 
with  a  Presidential  Instruction  (Inpres)  Fund,  amoun- 
ting to  20  million  rupiahs  each. 
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own  for  the  improvement  of  the  people's 
critical  ability  in  general.  The  public  will 
have  more  complete  data  to  evaluate  the 
maturity  of  the  political  and  democratic  ac- 
tors and  the  democratic  mechanism  in  Indo- 
nesia. 

As  for  the  intellectuals,  the  PDI  case  will 
probably  also  yield  very  interesting  material 
as  an  object  of  research  for  political  science, 
especially  regarding  political  life  in  this 
country.  In  the  meantime,  for  Government 
officials,  especially  the  leader  of  politi- 
cal conditioning  at  home,  the  PDI  case 
will  probably  also  constitute  invaluable 
material.  This  case  can  at  least  be  utilised  as 
material  for  reflections  for  the  management 
of  political  life  in  the  future,  so  that  things 
will  work  out  even  better,  in  keeping  with  the 
orientation  of  the  1993  Guidelines  of  State 
Policy. 

Conclusion 

With  reference  to  the  above  descriptions, 
a  few  notes  are  presented  as  a  conclusion: 

1.  There  are  signs  that  the  implementation 
of  democratic  life  in  Indonesia  in  1993 
experienced  certain  dynamics,  namely 

_  the  emergency  of  an  undercurrent  in  the 
interactions  of  political  life.  Neverthe- 
less, in  order  to  attain  the  final  result  ex- 
pected by  the  undercurrent  mentioned 
earlier,  it  appears  there  are  still  various 
obstacles. 

2.  There  are  also  strong  signs  of  an  opposi- 
tion of  the  undercurrent  against  the  up- 
per current,  the  latter  being  felt  not  in 
line  with  the  message  of  the  Guidelines  of 
State  Policy  on  the  need  of  improving  the 
capability  quality  and  independence  of 
political  social  organisations,  the  impor- 


tance of  the  development  of  capability 
and  opportunities  for  the  people  to  ex- 
press their  aspirations  and  interests.  It  is 
also  not  conducive  for  political  social 
groups  to  accomodate  and  channel  their 
aspirations  and  interests,  which  is  not  in 
accordance  with  the  spirit  of  justice  and 
equal  distribution  of  prosperity. 

3.  The  anticipations  and  initial  steps  for  the 
'conditioning  of  political  life,  taken  by 

the  Government,  particularly  the  Minis- 
ter of  Home  Affairs,  give  the  impression 
of  being  insufficiently  prepared  and  in- 
sufficiently providing  a  conducive 
climate  for  accomodating  aspirations 
from  below.  Even  so,  after  the  occur- 
rence of  a  wave  of  more  intensive  interac- 
tions and  after  a  critical  evaluation  of  a 
greater  (national)  interest  on  the  basis  of 
national  fundamental  principles,  even- 
tually there  is  also  an  undercurrent  that 
can  be  fulfilled  by  the  upper  current. 

4.  From  what  happened  within  the  PDI  as 
well  as  from  the  other  events,  it  appears 
that  the  undercurrent  and  upper  current 
turn  out  to  be  also  heterogeneous,  in  the 
desired  substance  as  well  as  in  their  ac- 
tors. Therefore,  eventually  it  will  be 
necessary  to  have  a  critical  application 
which  is  reliable,  in  evaluating  a  current 
of  thinking  in  society  so  that  neither 

-  manipulations  of  some  kind  nor  acting 
on  behalf  of  somebody  by  any  party  will 
occur.  Otherwise  the  decisions  taken  will 
not  be  accurate  and  not  in  keeping  with 
the  system  as  a  collective  reference.  The 
main  criteria  that  must  be  maintained  in 
order  to  evaluate  a  trend  of  thinking  in 
society,  including  the  undercurrent  in  in- 
teractions and  in  the  mechanism  of  the 
political  system  in  Indonesia,  are  the 
values  and  the  essence  of  the  state  philo- 
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sophy  and  the  state  ideology  (Pancasila), 
the  1945  Constitution,  the  democracy 
adhered  to,  and  the  goal  of  the  founding 
of  the  Unitary  State,  the  Republic  of  In- 
donesia, as  written  down  in  the  Preamble 
of  the  1945  Constitution. 

5.  In  order  that  the  undercurrent  and  demo- 
cratisation  may  grow  dynamically,  but 
constantly  in  line  with  the  national  goals 
and  aspirations,  one  is  in  great  need  of 
a  Government  apparatus  which  is  more 
responsive  to  the  dynamics  and  the  de- 


velopment of  the  people  and  has  the  at- 
titude of  a  protector  of  the  people  in  the 
sense  that  it  is  able  to  act  on  the  basis 
of  tut  wuri  handayani  (following  and  in- 
fluencing) in  the  management  of  demo- 
cratic life  in  Indonesia.  Aside  from  this, 
more  comprehensive  approaches  are 
needed  in  managing  and  processing  all 
the  trends  of  thinking  emerging  from 
society,  but  these  have  to  be  confined  to 
national  fundamental  principles  that 
have  been  jointly  agreed  upon. 


The  Performance  of 
ASEAN  Economic  Cooperation* 

C.P.F.  Luhulima 


THE  major  question  one  faces  on  the 
rationale  of  ASEAN  economic  coop- 
eration is:  What  is  exactly  the  objec- 
tive of  ASEAN  economic  cooperation?  Do 
we  really  need  preferential  trading  arrange- 
ments? 

The  ASEAN  PTA  (ASEAN-Preferential 
Trading  Arrangement)  was  introduced  to 
bolster  ASEAN  industries  and  provide  them 
with  an  assured  market.  Basically  this  policy 
was  meant  to  ensure  ASEAN  products  with 
a  market.  Foreign  products  may  only  enter 
the  ASEAN  market  if  ASEAN  were  unable 
to  fill  its  need.  The  other  reason  was  the  fear 
that  ASEAN's  industrialisation  process  will 
be  constrained  by  the  advanced  countries  by 
means  of  their  progressively  protective  tariff 
and  non-tariff  walls  as  perceived  by  the 
ASEAN  countries.  So  the  idea  was  for 
ASEAN  to  become  more  self-reliant  and  to 
reduce  its  dependence  of  markets  of  third 


•Paper  presented  at  The  International  Conference 
on  Southeast  Asia:  Challenges  of  the  21st  Century, 
Marina  Mandarin,  Singapore,  29  August  -  1  September 
1993. 


countries  or  regional  economic  blocs. 

Although  more  and  more  products  have 
entered  the  list  of  preferential  duties  under 
the  ASEAN  PTA,  and  although  the  margin, 
of  preference  has  been  deepened,  there  is  as 
yet  no  noticeable  impact  of  it  on  intra- 
ASEAN  trade.  It  is  true  that  trade  among 
ASEAN  members  has  generally  expanded, 
but  as  a  share  of  total  ASEAN  trade  it  has 
generally  declined  during  the  last  5  years.  In- 
donesia's manufactured  goods  exports  has 
increased  from  US$1  billion  in  1981  to 
US$10  billion  in  1990.  Malaysia  has  signifi- 
cantly increased  its  exports  to  ASEAN  as 
well  (from  US$3.6  billion  in  1980  to  US$16.8 
billion  in  1990),  but  as  a  percentage  of  total 
exports,  ASEAN's  share  in  Malaysia's  total 
export  has  declined  from  26.6%  to  25.5%. 
Thailand  has  the  same  experience.  It  has 
more  than  doubled  its  exports  to  ASEAN 
(from  US$2.3  billion  in  1984  to  US$13.7 
billion  in  1990),  but  as  a  percentage  of  total 
exports  it  went  down  from  13.9%  to  11.5%. 
This  took  place  despite  the  existence  of  the 
ASEAN-preferential  trading  arrangement. 
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On  the  other  hand,  there  is  a  definite 
shift  in  the  import  and  export  structure  of 
the  ASEAN  member  countries  in  the  1980s. 
Rapid  industrialisation  processes  have  taken 
place  in  the  entire  economic  structure  of  the 
ASEAN  members  resulting  in  the  changed 
import  and  export  structures.  In  1979  the 
share  of  manufactures  in  ASEAN  exports 
was  a  mere  14.9%.  In  1989  it  jumped  up 
four-fold,  up  to  48.8%.  (Suhadi  Mangku- 
suwondo,  1990). 

The  scope  of  complementarity  among 
ASEAN  countries  has  thus  widened,  parti- 
cularly so  in  manufacturing  and,  hence,  fur- 
ther opening  up  opportunities  for  expanding 
intra-ASEAN  trade  in  future. 

Many  of  the  new  export  items  are  pro- 
ducts of  relocation  of  industries  from  Japan 
and  the  East  Asia  NIEs  in  the  1980s  which 
produced  more  sophisticated  trade  items 
such  as  computer  monitors,  keyboards,  and 
power  suppliers  and  are  primarily  for  export 
to  the  US,  EC,  Japan  and  the  NIEs.  Japa- 
nese and  NIEs'  investments  have  greatly  in- 
creased in  the  last  four  or  five  years  which 
means  that  ASEAN's  manufactures  exports 
will  continue  to  grow  rapidly.  Interestingly, 
access  to  cheap  labour  and  natural  resources, 
and  now  more  and  more  the  business  infra- 
structure have  been  singled  out  as  ASEAN's 
chief  pull  factors,  rather  than  ASEAN-PTA, 
AIP  (ASEAN  Industrial  Project),  AIC 
(ASEAN  Industrial  Complementation),  or 
AIJV  (ASEAN  Industrial  Joint  Venture). 

Hence,  this  development  indicate  that 
intra-ASEAN  trade  expanded  as  a  corollary 
of  the  expansion  of  total  trade  of  each 
ASEAN  member  country  on  account  of  their 
respective  national  economic  policies.  Intra- 
regional  trade  can  only  flourish  as  extra- 
regional  trade  thrives.  There  is,  apparently, 


no  need  to  express  discontent  about  the  in- 
significance of  intra-regional  trade  as  long  as 
extra-regional  trade  grows  luxuriantly, 
unless  artificial  barriers  against  intra-region- 
al trade  cause  incongruity  between  the  two 
trade  categories.  Thus,  regional  integration 
does  not  necessarily  mean  a  progressive 
substitution  of  intra-regional  trade  for  extra- 
regional  trade,  as  was  the  case  in  the  Euro- 
pean Community.  As  long  as  total  trade 
keeps  on  growing,  one  could  expect  that 
intra-ASEAN  trade  will  also  "grow,  irrespec- 
tive of  ASEAN  economic  cooperation 
schemes: 

First,  the  ASEAN  Industrial  Project 
(AIP)  could  not  have  served  as  a  pull  factor 
because  the  scheme  was  inconsistent  with  the 
main  thrust  of  the  ASEAN  economies  which 
are  based  on  the  private-sector  based  market 
mechanism.  The  AIP  scheme  as  the  nucleus 
of  regional  industrialisation  targeting  was  in- 
compatible with  the  decentrahsed  economic 
decision-making  in  private  sector-based  eco- 
nomies and  as  such  clashed  with  national  in- 
dustrial policies.  "National  policy  objectives 
easily  overruled  the  half-hearted  regional 
approach  to  industrialisation  planning." 
(Langhammer  140-141) 

Second,  although  the  idea  of  instituting 
BBC  (Brand-to-Brand  Complementation)  is 
the  exchange  of  products  and  its  aim  is  to 
allow  the  private  sector  to  decide  upon  the 
division  of  the  production  process,  the  prob- 
lems of  being  a  pull  factor  emerged  around 
the  choice  of  the  location  of  the  various 
parts  of  the  production  process  and  the  pro- 
vision of  tariff  preferences.  Mitsubishi  was 
indeed  the  first  to  apply  to  the  scheme  at  the 
Manila  Summit  of  1987.  So  far  six  other  car 
manufacturers  have  joint  the  autopart  BBC 
complementation  scheme:  Volvo,  Mercedes 
Benz,  Nissan,  Toyota,  and  the  DAF  group 
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from  Belgium.  Toyota's  joining  the  scheme 
may  have  been  caused  by  the  fact  that  In- 
donesia had  hinted  at  joining  the  project  in 
1992.  Other  compelling  reasons  are  the  re- 
location of  part  of  the  production  process  of 
Japanese  companies. 

The  BBC  scheme  could  have  developed 
the  ASEAN  automotive  industry  into  a  ma- 
jor exporter  in  the  world  market  if  only  nar- 
row national  interests  could  have  been  over- 
come, better  coordination  of  the  scheme 
could  have  been  set  in  place,  and  more  im- 
portantly, barriers  to  capital  transactions 
and  trade  in  goods  could  have  been  removed. 
It  would  have  been  more  beneficial  to  eli- 
minate the  barriers  than  to  neutralise  the 
obstacles  by  privileged  treatment.  As  it  is, 
the  reduction  of  external  trade  barriers 
against  the  imports  of  cars  would  have  been 
more  profitable. 

Third,  the  lack  of  progress  in  the  AIJV 
scheme  can  be  brought  back  to  two  main 
reasons:  (a)  the  lack  of  awareness  of  the 
scheme  among  ASEAN  entrepreneurs  and 
foreign  investors  which  is  primarily  caused 
by  a  lack  of  a  promotion  scheme;  (b)  the 
lengthy  and  cumbersome  bureaucratic  pro- 
cess of  applications.  AIJVs  were  also 
fraught  with  protectionist  inclinations.  Gov- 
ernments quickly  favour  an  AIJV  proposal 
if  the  project  is  to  be  located  in  their  own 
country.  Hence  the  dearth  of  participants  to 
the  scheme.  It  is  only  if  the  project  is  to  pro- 
cess a  raw  material  available  in  the  country 
that  other  members  will  more  easily  join. 
(Sadli,  1993) 

The  administrative  barriers  could  per- 
haps be  overcome  by  issuing  "ASEAN  Certi- 
ficates", also  to  facilitate  customs  clearance 
for  the  output  and  inputs  of  AIJV  projects 
and  by  offering  national  treatment  to  pro- 


ducts being  produced  by  the  participating 
country  to  an  AIJV  agreement.  Further- 
more, ASEAN  "should  consider  encourag- 
ing AIJVs  in  resource-based  industries  to 
fulfill  the  aims  of  the  BAAIJV  (Basic  Agree- 
ment on  ASEAN  Industrial  Joint  Ven- 
tures)." (ASEAN:  The  Way  Forward;  A,  2.3 
B;  C,  3.4)  Whether  this  could  then  be  con- 
sidered as  a  pull  factor  is  open  to  debate. 

The  basic  flaw  in  the  argument  of  the 
ASEAN  cooperative  economic  schemes  is 
that  it  starts  from  the  basic  assumption  that 
each  ASEAN  member  state  is  willing  to 
share  its  entire  domestic  market  with  the 
other  members.  It  has  proven  to  be  an  illu- 
sion. This  may  be  the  case  in  later  stages  of 
economic  cooperation,  but  not  at  the  time.  It 
is  conceivable  that  in  the  not  too  distant 
future  ASEAN  countries  may  accept  the  idea 
of  a  single  market.  For  now,  however,  each 
country  is  anxious  to  preserve  an  important 
part  of  its  internal  market  for  its  own  in- 
dustries. Moreover,  the  size  of  the  ASEAN 
market  itself  is  still  not  big  enough  to  ensure 
the  growth  of  an  efficient  and  strong  in- 
dustrial sector.  However,  an  inward-looking 
and  protective  ASEAN  economic  policy  is 
likely  to  breed  inefficient  industries.  ASEAN 
industries  may  enjoy  a  protected  market  but 
they  will  remain  unable  to  compete  with  im- 
ports from  outside  the  region. 

ASEAN  should  thus  retain  its  economic 
course  of  an  outward-looking  regional  eco- 
nomic grouping.  Economic  cooperation 
should  reflect  this  orientation. 

Cooperation  in  trade  and  industry,  in 
banking,  tourism,  transport  and  communi- 
cation, in  agriculture  and  forestry  should  be 
designed  for  ASEAN  to  reap  the  optimal 
benefit  from  the  world  market  rather  than 
from  the  regional  market  alone.  Hence,  the 
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ASEAN  PTA,  the  AIP,  AIC,  AIJV  should 
thus  be  redesigned  into  an  instrument  to 
strengthen  ASEAN  economies  to  success- 
fully compete  on  the  world  market.  ASEAN 
should  be  moving  faster  towards  the  goal  of 
free  flow  of  goods  and  investments  in  the 
region  and  as  such  stimulate  the  growth  of 
internationally  competitive  industries. 

ASEAN  Free  Trade  Area  or  AFTA's 
ultimate  objective  of  setting  up  a  regional 
market  with  low  effective  tariffs  of  maximal- 
ly five  per  cent  and  devoid  of  non-tariff  bar- 
riers was  primarily  also  meant  to  meet  the 
challenges  posed  by  the  creation  of  the  Euro- 
pean Single  Market  and  the  North  American 
Free  Trade  Area  (NAFTA)  as  well.  ASEAN 
countries  feared  that  they  will  be  pushed  out 
of  those  markets.  Many  people  in  the  region 
feared  that  the  creation  of  such  regional  eco- 
nomic blocs  would  substitute  part  of  their 
trade  with  that  of  Mexico  in  the  case  of 
NAFTA  and  Greece  and  Portugal  in  the  case 
of  SEM.  The  possibility  that  such  regional 
economic  blocs  will  grow  considerably 
faster  as  a  consequence  of  integration  and 
thus  creates  enhanced  trade  is  there.  But 
many  still  think  that  such  positive  effects  of 
economic  blocs  creation  cannot  be  assumed 
to  be  a  matter  of  fact.  The  fear  is  that  the 
probability- of-trade^  diversion  will  be  much 
greater  than  that  of  trade  creation.  Even  if 
trade  creation  were  to  occur,  people  still 
doubt  whether  the  impact  will  be  much 
greater  than  that  of  trade  diversion. 

Hence,  the  move  to  establish  an  AFTA  in 
the  next  15  to  20  years  represents  an  emo- 
tional move  to  join  forces  in  protecting  na- 
tional economic  interests  collectively  against 
a  perceived  threat  rather  than  from  a  need  to 
really  share  markets.  As  a  consequence,  the 
achievement  of  an  AFTA  prior  to  2008  is 
still  debatable.  As  long  as  the  global  trading 


system  remains  an  open  one  including  the  re- 
gional economic  organisations  in  Europe 
and  North  America,  and  as  long  as  it  does 
not  lapse  into  highly  protective  trading  blocs 
~  which  they  will  not  bearing  in  mind  the 
global  trend  of  economic  independence  or 
economic  globalism  ~  individual  ASEAN 
countries  will  continue  to  thrive  economical- 
ly on  their  own  and  would  not  bother  much 
if  the  implementation  of  AFTA  fall  behind 
schedule. 

What  is  more  expected  from  the  AFTA 
exercise  is  that  with  the  creation  of  a  bigger 
market  in  ASEAN,  it  will  attract  foreign  in- 
vestments as  well  as  investnients  from 
ASEAN  member  countries.  This  is  impor- 
tant indeed,  since  competition  for  foreign  in- 
vestments is  getting  tougher,  particularly 
from  the  industrial  countries  themselves, 
from  India,  Vietnam  and  China,  and  from 
countries  in  Central  and  Eastern  Europe,  in- 
cluding Russia. 

People  also  expect  that  the  creation  of 
AFTA  will  step  up  ASEAN's  bargaining 
power  in  dealing  with  European  Countries 
(EC)  and  NAFTA.  So  far  ASEAN's  stand  in 
facing  EC  and  the  United  States  and  Ameri- 
ca is  very  much  influenced  by  their  dif- 
ference in  economic  interests.  The  creation 
of  AFTA  is  expected  to  significantly  reduce 
those  differences  and,  hence,  increase 
ASEAN's  bargaining  power. 

Another  reason  for  fostering  AFTA,  par- 
ticularly in  the  case  of  Indonesia,  is  to  utilise 
it  as  an  instrument  to  speed  up  the  deregula- 
tion process  at  home.  Deregulation  in  trade 
and  investments  have  to  be  stepped  up  in 
order  that  domestic  industries  can  become 
more  effective  and  competitive.  AFTA  is 
thus  seen  as  a  training  ground  to  prepare 
local  businessmen  to  face  wider  and  fiercer 
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competition  in  the  global  market. 

However,  we  must  admit  that  ASEAN 
economic  cooperation  schemes  were  pro- 
ducts of  severe  political  and  economic  dis- 
composure. It  had  forced  ASEAN  govern- 
ments to  cooperate  to  foster  closer  economic 
linkages  in  trade  and  industry  through  such 
schemes  without  much  preparation  and  with- 
out being  preceded  by  in-depth  studies  on 
their  needs  and  feasibility.  The  failure  of  get- 
ting these  schemes  operational  was  primarily 
caused  by  the  awareness  that  so  much  has  to 
be  given  without  knowing  what  one  would 
get  in  return.  As  the  external  security  threat 
receded,  so  did  the  political  will  to  continue 
with  the  endeavour  to  bolster  economic  co- 
operation and  integration. 

The  CEPT  (Common  Effective  Preferen- 
tial Trade)  Agreement,  while  reflecting 
ASEAN's  strong  political  will  to  proceed 
faster  towards  economic  integration  of  the 
member  countries  cannot  be  categorised  as  a 
well-thought  and  well-planned  scheme.  The 
AFT  A  Agreement  only  consists  of  12  pages. 
This  indicates  that  ASEAN  leaders  have 
come  to  an  agreement  first,  instead  of  think- 
ing, discussing  and  planning  it  first,  in  com- 
parison with  the  European  Economic  Com- 
munity Agreement  and  the  NAFTA  Agree- 
ment whose  number  of  pages  run  into  thou- 
sands. 

Another  ASEAN  economic  cooperation 
scheme  which  does  fall  into  the  earlier  cate- 
gories is  the  Sijori  (Singapore,  Johor  and 
Riau)  Growth  Triangle.  The  ideal  concept  of 
the  growth  triangle  is  that  there  is  freedom 
of  movement  of  goods,  of  services,  of  labour 
and  harmonisation  of  policies,  regulations 
and  incentives.  (Mari  Pangestu  et  al.,  1992) 
The  role  of  government  in  promoting  that 
freedom  of  movement  and  harmonisation  as 


well  as  to  deregulate  administrative  con- 
straints on  investment,  immigration  is  extre- 
mely important.  But  then,  given  the  domi- 
nant role  of  the  government  in  the  enter- 
prise, this  sub-regional  economic  integration 
cannot  be  primarily  market-driven,  similar 
to  the  earlier  economic  cooperation  projects. 
The  government  of  Singapore  is  involved  in 
almost  every  economic  activity  in  Batam, 
Bintan,  Karimun  through  its  Government 
Link  Companies  (GLCs).  They  cooperate 
primarily  with  Indonesian  conglomerates 
with  special  access  to  power  and  poUcy- 
making. 

Although  it  is  argued  that  the  growth 
triangle  will  promote  regional  development, 
the  truth  is  closer  to  development  in  the  re- 
gion rather  than  regional  development.  Si- 
jori is  not  exactly  "local  people  friendly", 
since  there  is  no  succinct  policy  to  enhance 
the  economic  well-being  of  the  people  in 
Batam  and  Bintan  and  the  other  islands;  the 
economic  activities  being  developed  do  not 
integrate  the  local  small  and  medium  scale 
enterprises.  The  imbalance  in  the  develop- 
ment in  the  Riau  node  of  the  triangle  is  most- 
ly visible  in  the  imbalance  in  value  factors 
used  in  the  production  process:  Riau  only 
contributes  land  and  unskilled  labour,  and 
both  are  extremely  low  in  value  as  compared 
to  capital,  knowledge,  technology  and  entre- 
preneurship  owned  and  provided  by  the  for- 
eign investors,  mostly  Singaporeans.  As  long 
as  Indonesia's  contribution  to  the  develop- 
ment of  the  growth  triangle  remains  low,  it  is 
Singapore  that  will  enjoy  most  of  the  bene- 
fits of  this  type  of  economic  cooperation  in 
ASEAN.  In  the  final  analysis,  the  question 
boils  down  to  who  benefits  most  from  the 
Sijori  project.  It  is  still  not  Johor  and  Riau. 
This  is  neither  integration  nor  coopera- 
tion. 
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The  Outlook 

ASEAN's  initiatives  in  forging  regional 
economic  cooperation  have  been  designed 
against  the  background  of  security  threats, 
be  they  political  or  economic.  Those  initia- 
tives can,  hence,  not  be  categorised  as  well- 
thought  and  well-planned.  Whether  these 
ad-hoc  approaches  can  be  eliminated 
through  spelling  out  in  a  clear  and  consistent 
way  what  further  steps  to  consider  and  when 
they  will  be  phased  in  is  highly  uncertain. 

If  the  ASEAN  experience  shows  that 
intra-regional  trade  can  only  flourish  as  long 
as  extra-regional  trade  thrives,  and  if  the 
move  to  design  ASEAN  economic  coopera- 
tion schemes  represents  an  emotional  expres- 
sion to  join  forces  in  protecting  national  in- 
terests collectively  against  perceived  external 
threats  rather  than  from  the  emotional  need 
to  really  share  markets,  then  ASEAN's  eco- 
iiomic  cooperation  schemes  cannot  be  more 
than  a  function  of  ASEAN's  trade  with  the 
rest  of  the  world  and  of  ASEAN's  external 
political  and  security  concerns. 

Access  to  its  largest  markets  can  then  on- 
ly be  ensured  by  attracting  more  foreign 
direct  investment,  by  further  improving  the 
regional  investment  climate  and  raising 
ASEAN's  international  profile  through  poli- 
tical and  economic  institutions. 

Hence,  member  countries  should  con- 
tinue with  their  deregulation  process  and  re- 
form of  their  economies,  continue  restruc- 
turing their  industries,  and  harmonise  their 
investment  policies  and  industrial  selectivity. 
The  latter  two,  in  particular,  serve  to  prevent 
income  and  welfare  losses  in  the  traditional 
industrial  zones  which  may  produce  strong 
resistance,  both  social  and  economic,  in 
some  countries  or  in  some  segments  of  the 
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economy. 

The  26th  ASEAN  Ministerial  Meeting  in 
Singapore  has  embarked  upon  the  process  of 
strengthening  ASEAN's  political  and  eco- 
nomic institutions  by  creating  the  ASEAN 
Regional  Forum  to  discuss  political  and 
security  issues  in  the  region  which  comprises 
the  four  major  powers  of  the  region:  China, 
Japan,  Russia  and  the  United  States  of 
America.  Secondly,  it  has  decided  to  streng- 
then its  economic  posture  by  making  the 
East  Asia  Economic  Caucus  an  extension  of 
the  ASEAN  Economic  Ministers  Meeting 
and  simultaneously  an  integral  part  of 
APEC  (Asia  Pacific  Economic  Coopera- 
tion), thus  reiterating  the  importance  of 
APEC  to  ASEAN.  The  question  here  is  can 
ASEAN  regain  its  posture  in  APEC  and 
neutralise  the  abrasiveness  of  the  stronger 
partners  in  APEC. 

Unless  ASEAN  endeavours  to  overcome 
its  ad-hoc  or  half-hearted  approach  to  re- 
gional economic  cooperation,  by  really 
creating  open  markets  in  the  region  next  to 
relying  on  external  markets,  ASEAN  eco- 
nomic cooperation  schemes  will  remain  an  il- 
lusion. 

Looking  again  at  the  questions  raised  at 
the  beginning  of  the  paper,  one  is  still  not 
sure  whether  one  has  answered  them:  What 
is  exactly  the  objective  of  ASEAN  economic 
cooperation?  Is  it  only  to  provide  political 
and  economic  security  for  each  individual 
ASEAN  member  country?  Have  we  not  ar- 
rived at  the  stage  that  we  will  have  to  provide 
better  answers,  like  really  creating  an  open 
market  where  ~  and  here  the  second  ques- 
tion comes  in  ~  we  really  do  not  need  trading 
arrangements  because  of  the  need  of 
ASEAN  member  countries  to  share  their 
respective  markets  with  other  members.  Ap- 


ASEAN  ECONOMIC  COOPERATION 


21 


parently  we  still  need  it.  That  is  why  we  have 
to  achieve  AFTA  by  way  of  the  CEPT.  But 
even  then  we  have  not  been  able  to  finalise 
the  exclusion  lists  on  an  HS  8/9  digit  system. 
So,  how  serious  are  we  in  forging  an  ASEAN 
free  trade  area?  Is  that  the  reason  why  a 
period  of  15  years  have  been  agreed  upon 
since  the  leaders  realise  that  a  lot  of  hurdles 
will  have  to  be  overcome? 

Similar  questions  can  also  be  raised  in  the 
case  of  Sijori.  How  and  when  can  such  a 


cooperation  fulfill  the  objective  of  all  the 
parties  joining  the  project?  We  will  have  to 
endeavour  to  overcome  the  problem  of  one 
party  only  enjoying  the  benefits  of  this  type 
of  cooperation  for  fear  of  one  party  blaming 
the  other  with  the  consequence  of  creating 
tensions  among  the  member  countries  or 
among  segmens  of  societies  in  the  partici- 
pating countries.  Some  more  in  depth  studies 
will  have  to  be  embarked  upon  to  serve  as 
model  for  other  such  schemes,  Hke  the 
Northern  Triangle  among  Thailand,  Malay- 
sia and  Indonesia. 
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Sijori: 

ASEAN's  Southern  Growth  Triangle 
Problems  and  Prospects* 


Dewi  Fort  una  Anwar 


Introduction 


TjHE  sub-regional  cooperation  be- 
tween Singapore  and  Johor  (Malay- 
sia) and  Singapore  with  Riau  (Indo- 
nesia), in  Indonesia  popularly  known  by  its 
acronym  "Sijori",  has  sometimes  been  re- 
ferred to  as  the  Southern  Growth  Triangle  in 
ASEAN.  There  is  now  another  sub-regional 
cooperation  being  mooted  between  the  west- 
ern coast  of  Malaysia  (Penang),  southern 
Thailand  and  the  north-eastern  coast  of  Su- 
matra (Medan),  known  as  the  Northern 
Growth  Triangle. 

The  plans  to  set  up  the  Northern  Growth 
Triangle  and  other  sub-regional  economic 
groupings  in  the  wake  of  the  success  of  Sijori 
have  highlighted  the  importance  of  this  type 
of  intra-regional  exercises.  In  the  past. couple 
of  years  there  has  been  a  growing  body  of 
economic  planners,  investors  and  academics 

*Paper  presented  at  a  seminar  organised  by  the  Joint 
Centre  for  Asia  Pacific  Studies,  Hart  House,  University 
of  Toronto,  Toronto,  Ontario,  Canada,  29  April  1993. 


becoming  interested  in  the  promises  and  pos- 
sibilities offered  by  the  existing  and  planned 
growth  triangles.  At  the  same  time  more  and 
more  people  are  becoming  aware  and  con- 
cerned about  the  undesirable  outcomes 
brought  about  by  the  Sijori  project. 

The  Sijori  Growth  Triangle  project  has 
attracted  a  lot  of  attention  because  of  the 
success  it  has  achieved  within  a  relatively 
short  period.  This  success  greatly  contrasts 
with  the  very  slow  progress  that  ASEAN  as  a 
whole  has  so  far  made  in  the  field  of  intra- 
ASEAN  economic  cooperation  since  its 
foundation  in  1967.  As  one  observer  pointed 
out,  "this  triangle  is  important  for  ASEAN 
because  it  illustrates  an  obvious  point;  small 
plans  are  much  more  likely  to  succeed  than 
big  ones.  Pipe  dreams  to  integrate  the  eco- 
nomies of  all  six  members  of  the  grouping 
are  doomed  to  failure  because  they  are  too 
ambitious".'  In  fact,  the  trend  in  the  last 
few  years  shows  a  decline  in  intra-ASEAN 
trade.  Intra-ASEAN  exports  accounted  for 

'Nigel  Holloway,  "Development  1",  Far  Eastern 
Economic  Review  (9  January  1991):  34. 
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only  18  per  cent  of  the  grouping's  world- 
wide exports  of  US$120  billion  in  1989,  com- 
pared with  21  per  cent  six  years  earlier.^ 

Nevertheless,  with  the  agreement  to 
establish  an  ASEAN  Free  Trade  Area  (AF- 
TA),  a  landmark  agreement  signed  by  the 
ASEAN  Heads  of  Governments  at  the 
fourth  ASEAN  Summit  in  Singapore,  in 
January  1992,  intra- ASEAN  economic  coop- 
eration is  entering  a  new  phase.  The  ASEAN 
countries  have  agreed  to  reduce  the  tariffs  of 
various  commodities  to  between  0-5  per  cent 
within  15  years  through  a  Common  Effective 
Preferential  Tariff  (CEPT). 

External  economic  pressures,  such  as  the 
rise  of  giant  trading  blocs  in  Europe  and 
North  America  and  the  difficulties  over  the 
Uruguay  Round,  which  both  bring  about  the 
specter  of  rising  trade  protectionism,  have 
added  a  new  urgency  for  the  ASEAN  coun- 
tries to  carry  out  a  closer  economic  coopera- 
tion. At  the  same  time  the  ASEAN  countries 
have  to  face  increasing  competition  for  for- 
eign investment  from  new  comers  such  as 
China,  Vietnam  and  the  former  communist 
countries  in  Eastern  Europe.  It  is  clearly  im- 
perative for  the  ASEAN  countries  to  ensure 
that  their  region  remains  attractive  to  for- 
eign investors,  such  as  by  carrying-out  closer 
intra- ASEAN  economic  cooperation.  Sub- 
regional  economic  groupings  such  as  through 
the  creation  of  growth  triangles  may  be  re- 
garded as  a  short-cut  in  the  attempt  to  create 
a  more  integrated  regional  economies. 

The  Implementation  of  the  Sijori 
"Growth  Triangle" 

The  term  "growth  triangle"  grew  out  of 
the  statement  made  by  then  Deputy  Prime 

^Ibid. 


Minister  of  Singapore,  Goh  Chok  Tong,  in 
December  1989  that  because  of  various  fac- 
tors beneficial  to  economic  growth  Singa- 
pore, Johor  and  Batam  (in  Riau-Indonesia) 
could  form  a  triangle  of  grov^lh.  This  for- 
mahsed  the  term  "Growth  Triangle". 

Economic  cooperation  within  the  frame- 
work of  the  Growth  Triangle  is  based  on  a 
very  simple  concept,  namely  to  link  three 
areas  with  different  factor  endowments  and 
different  comparative  advantages  to  form  a 
larger  region  with  greater  potential  for  eco- 
nomic growth.  The  differences  in  compara- 
tive advantage  would  serve  to  complement 
one  another  rather  than  compete  with  each 
other.  Therefore,  industries  located  within 
the  Growth  Triangle  can  take  advantage  of 
the  efficient  infrastructure  and  higher-skilled 
workers  of  one  location  and  the  lower  costs 
and  ample  supply  of  cheaper  land  and 
labour  in  the  other  locations.'* 

Following  on  the  success  of  the  Sijori  ex- 
perience it  is  argued  that  three  factors  are  re- 
quired to  establish  an  economic  grov^^h 
triangle.  These  factors  are:  (1)  a  highly  de- 
veloped city  that  has  run  out  of  land  and 
labour;  (2)  a  surrounding  area  plentiful  in 
both  land  and  labour;  (3)  the  political  will  to 
reduce  the  visible  and  invisible  barriers  sepa- 
rating the  city  from  the  hinterland.  All  the 
three  factors  are  present  in  the  Singapore- 
centred  growth  triangle.  The  mooted  Pe- 
nang-centred  growth  triangle  has  the  first 
two  factors,  but  the  third  element  is  only 
partly  present,  making  it  more  difficult  to 


^Straits  Times,  21  December  1989. 

■"Sree  Kumar  and  Lee  Tsao  Yuan,  "A  Singapore 
Perspective",  in  Lee  Tsao  Yuan  (ed.).  The  Growth 
Triangle.  The  Johor-Singapore-Riau  Experience.  Singa- 
pore: ISEASand  IPS,  1991. 
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cross  international  barriers. 

What  is  known  as  the  Sijori  Growth 
Triangle  is  in  fact  not  yet  a  triangle.  Close 
economic  cooperation  has  only  taken  place 
between  Singapore  and  Johor  on  the  one 
hand  and  between  Singapore  and  Riau  on 
the  other.  The  third  side  of  the  triangle,  that 
between  Johor  and  Riau  is  still  missing, 
although  the  two  sides  are  now  beginning  to 
carry  out  a  joint  project  on  tourism.  It  is 
clear  that  Singapore  is  the  economic  motor 
in  this  Sijori  project.  Johor  and  Riau  are 
more  or  less  in  the  same  position  of  trying  to 
get  as  much  spill-over  from  Singapore's  ad- 
vanced financial  and  technological  capabili- 
ties, making  it  much  more  difficult  for  these 
two  regions  to  cooperate. 

Of  the  three  countries  involved  in  the 
Southern  Growth  Triangle  Singapore  clearly 
has  the  most  to  gain  and  so  far  shows  the 
most  enthusiasm  for  the  project.  Besides 
providing  Singapore  with  a  hinterland  it  so 
badly  needs,  the  development  of  interde- 
pendence between  Singapore  and  its  closest 
neighbours  is  also  calculated  to  reduce  any 
threats  to  its  security  from  those  states.  For 
the  other  two  countries,  Indonesia  and  Ma- 
laysia, the  Sijori  project  is  much  more  prob- 
lematical as  will  be  discussed  further  below. 
It  should  be  remembered  at  the  outset  that 
the  Sijori  project  involves  an  entire  nation- 
state  (Singapore),  a  state  within  a  wider  fede- 
ral system  (Johor),  and  a  few  islands  within 
a  much  larger  province  of  Riau  within  an 
even  larger  Republic  of  Indonesia.  In  other 
words,  the  three  separate  entities  involved  in 
the  Sijori  project  are  not  of  the  same  poli- 
tical weight. 

As  an  island  and  a  city-state,  Singapore's 
need  for  a  hinterland  is  obvious.  Since  its 

'Holloway,  op.cit. 


separation  from  Malaysia  in  1965  it  has 
always  depended  for  its  water,  some  of  its 
power  and  food  supplies  from  Malaysia, 
particularly  from  the  southern  state  of  Jo- 
hor. Nevertheless,  in  the  early  years  of  its  de- 
velopment Singapore  has  projected  itself  as  a 
global  city,  emphasizing  its  links  to  various 
other  world  qities  which  were  measured  in 
flight  hours,  not  distance.  A  corollary  to  this 
was  a  down-playing  of  Singapore's  links 
with  the  region,  which  in  the  1970s  were  not 
considered  vital  to  its  economic  survival.^ 

By  the  late  1980s,  however,  Singapore 
has  become  increasingly  concerned  that  its 
economy  is  nearing  saturation  point.  High 
land  prices  and  the  tightening  labour  market 
in  Singapore  are  forcing  manufacturers  to 
make  the  choice  between  relocating  their  in- 
dustries or  become  more  capital  intensive. 
Capital  intensive  manufacturing  requires 
large  and  assured  production  volumes  in 
order  to  be  cost  effective,  and  the  demand 
for  these  has  to  be  fairly  stable  over  long 
periods.^  For  the  low  value-added  industries 
the  best  choice  is  clearly  to  relocate  to  other 
areas  where  land  and  labour  are  cheaper 
than  in  Singapore. 

Economic  integration  with  neighbouring 
areas  under  the  umbrella  of  mutually  bene- 
ficial bilateral  agreements  is  one  way  of  en- 
suring that  high-productivity  businesses  re- 
main Singapore-based.^  Singapore  provides 
highly  skilled  labour,  capital  and  infrastruc- 
ture, Johor  has  an  abundance  of  land  and 


*Sharon  Siddique,  "The  JSR  Growth  Triangle:  Si 
Jori,  Si  Siapa?",  Discussion  on  Segiliga  Pertumbuhan 
Sijori  [JSR  Growth  Triangle],  Singapore,  ISEAS,  12 
April  1993. 

^Kumar  and  Yuan,  A  Singapore  Perspective,  11. 

^Michael  Vatikiotis,  "Search  for  a  Hinterland", 
PEER,  9  January  1991. 
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semi-skilled  labour  while  Batam  in  Riau  pro- 
vides land  and  cheap  labour.  For  instance  in 
1991  the  price  of  land  in  Singapore  was 
US$4.25/sq.  m.,  while  the  price  in  Johor 
and  Batam  was  US$4.08  and  US$2.3  per  sq. 
m.  respectively.  The  monthly  wage  for  an 
unskilled  worker  in  Singapore  in  the  same 
year  was  US$350  per  month,  while  in  Johor 
and  Batam  the  wage  was  US$150  and  US$90 
per  month  respectively. 

With  its  highly  skilled  labour  force  and 
advanced  infrastructure,  Singapore  can 
become  the  office  head  quarters  or  research 
centres  for  business  ventures  operating  in  the 
region.  Johor  is  suitable  for  mid-level  manu- 
facturing because  it  already  has  a  semi- 
skilled labour  force,  while  Batam  provides 
the  most  cost-competitive  work-force. 

By  carrying  out  economic  cooperation 
between  these  three  areas  which  transverse 
international  boundaries,  the  region  around 
Singapore,  with  its  varying  comparative  ad- 
vantages remains  attractive  to  investors. 
Singapore's  proximity  allows  investors 
already  based  in  the  city-state  to  drive  over 
to  Johor  or  take  a  ferry  ride  over  to  Batam 
to  oversee  operations  there.  In  an  environ- 
ment in  which  it  is  becoming  increasingly 
difficult  to  relocate  senior  professionals  to 
remote  locations,  the  fact  that  these  areas 
can  be  serviced  within  an  hour  from  Singa- 
pore is  an  added  bonus. ^ 

The  move  by  labour  intensive  manufac- 
turers from  Singapore  to  Johor  already 
started  in  the  early  1980s  without  much  fan- 
fare. This  move  was  due  to  the  tightening 
labour-market  in  Singapore.  The  initiative 
on  both  sides  mostly  came  from  the  private 
sector  and  facilitated  by  the  enthusiasm  of 


Kumar  and  Yuan,  A  Singapore  Perspective,  11. 


the  State  government  in  Johor.  Nevertheless, 
Malaysia's  new  investment  policies  which 
provided  for  pioneer  status  and  lower  import 
tariffs  added  incentives  for  the  migration  of 
companies  across  the  causeway.  Pioneer 
status  gave  companies  tax  exemption  for  five 
to  seven  years  and  in  some  cases  could  be  re- 
newed. Another  incentive  for  moving  out 
manufactures  out  of  Singapore  into  neigh- 
bouring Malaysia  and  Indonesia  is  that  un- 
like the  former,  Malaysia  and  Indonesia  still 
enjoy  GSP  privileges. 

Johor  is  one  of  the  three  states  receiving 
the  highest  investment  in  Malaysia,  besides 
Selangor  and  Penang.  Singapore  accounted 
for  22.7  per  cent  of  approved  investments  in 
Johor  for  the  1981-1990  period.  The  share  of 
Singapore's  investment  in  Johor  was  much 
higher  than  that  for  the  whole  of  Malaysia, 
where  Singapore  accounted  for  about  10  per 
cent  of  investment.  For  Malaysia  overall, 
Japan  was  the  largest  investor,  accounting 
for  27  per  cent  of  approved  investments  over 
the  same  period.  Another  important  investor 
was  Taiwan,  which  accounted  for  14  per  cent 
of  investments.  The  main  sectors  attracting 
investment  in  Johor  were  textiles  and  textile 
products  (17  per  cent),  chemicals  and  chemi- 
cal products  (22  per  cent),  and  food  manu- 
facturing (8  per  cent). 

No  official  agreement  has  been  signed  be- 
tween Singapore  and  Kuala  Lumpur  to  for- 
malise the  close  economic  interaction  be- 
tween Singapore  and  Johor.  Malaysia,  how- 
ever, also  supports  the  Growth  Triangle  in 
general  terms  and  agrees  in  the  Sixth  Malay- 
sia Plan  that  there  is  a  need  for  a  formal  ar- 
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rangement,  though  this  has  yet  to  be  formal- 
ised.'^ As  a  symbol  of  his  support  for  the 
Growth  Triangle  Malaysia's  Prime  Minister, 
Mahathir,  planted  a  tree  in  Batam  in  1991, 
next  to  the  trees  already  planted  by  Soeharto 
and  Lee  Kuan  Yew.  Nevertheless,  as  will  be 
discussed  further  below,  Kuala  Lumpur  has 
grave  reservations  about  some  of  the  social 
and  political  consequences  of  allowing  Johor 
to  become  too  closely  linked  to  Singapore. 

The  Singapore-Riau  links  only  became  a 
reality  after  1989.  In  August  1990  Indonesia 
and  Singapore  signed  an  economic  agree- 
ment to  carry  out  a  joint  development  of  the 
Riau  islands,  especially  Batam  and  Bintan. 
On  29  June  1991  Indonesia  and  Singapore 
signed  a  50  year  water  agreement,  which  re- 
duces Singapore's  dependence  on  a  single 
source,  Malaysia.  In  January  1990  Indonesia 
and  Singapore  established  industrial  estates, 
Batamindo,  in  Batam  with  an  initial  invest- 
ment of  US$400  million,  so  far  the  most 
tangible  proof  of  bilateral  cooperation  be- 
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tween  the  two  countries. 

Unlike  the  Singapore- Johor  connections 
which  were  started  by  the  private  sectors  and 
the  State  government  in  Johor,  economic 
cooperation  between  Riau  and  Singapore 
was  only  possible  because  of  the  direct  in- 
volvement of  the  Indonesian  government  in 
Jakarta.  The  formal  agreement  between  In- 
donesia and  Singapore  provides  the  necessa- 
ry incentives  for  the  private  sectors  from 
both  countries  and  from  overseas  to  invest  in 
Batam  and  the  other  islands  in  Riau.  With- 
out the  official  endorsement  of  Jakarta  it 
would  be  difficult  for  investors  to  move  into 
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Batam  the  way  they  did  into  Johor.  As  a 
State  within  a  Federation  Johor  enjoys  a  cer- 
tain amount  of  autonomy,  making  it  possi- 
ble for  businesses  from  Singapore  to  inyest 
in  Johor  without  the  official  consent  of 
Kuala  Lumpur.  As  a  unitary  state,  however, 
the  Indonesian  government  does  not  allow 
provincial  governments,  let  alone  districts, 
from  carrying  out  independent  economic  re- 
lations with  foreign  countries  or  investors. 
Foreign  investment  is  regulated  by  the  cen- 
tral government. 

There  are  other  differences  in  the  devel- 
opment of  economic  links  between  Singa- 
pore and  Johor  and  Singapore  and  Riau. 
Historically  these  three  areas  were  united 
under  a  single  Johor-Riau  Sultanate  (1511- 
1824).  After  the  Treaty  of  London  in  1824, 
however,  the  British  controlled  Singapore 
and  the  Malay  Peninsula,  while  the  Riau 
islands  came  under  the  Dutch  and  became 
part  of  the  Netherlands  East  Indies,  severing 
the  Johor-Riau  Sultanate.  This  means  that 
during  the  British  rule  Singapore,  which  was 
leased  by  the  British  from  the  Johor  Sulta- 
nate, remained  closely  connected  to  Johor. 
After  independence  Singapore  was  for  a 
while  a  member  of  the  Malay  Federation. 

The  economic  interests  of  Johor  and 
Singapore  remained  closely  linked  even  after 
Singapore  became  an  independent  republic 
in  1965.  Given  the  relative  distance  of  Kuala 
Lumpur  and  the  proximity  of  Singapore,  it  is 
quite  natural  that  Johor  tends  to  look  more 
towards  the  Singapore  metropolitan  as  a 
base  for  its  own  economic  development.  The 
formulation  of  the  Growth  Triangle  concept 
only  serves  to  enhance  already  existing  eco- 
nomic ties  between  Singapore  and  Johor. 

In  contrast,  the  close  relations  between 
Singapore  and  Riau  is  a  very  recent  pheno- 
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menon.  Under  the  Dutch  the  Riau  islands 
became  neglected  as  the  colonial  government 
focused  most  of  its  attention  on  Java  and 
Sumatra.  The  colonial  trade  monopolies  also 
effectively  killed  the  traditional  trading  links 
between  Riau  and  the  adjacent  British- 
controlled  areas. 

Indonesia's  initial  intention  in  developing 
Batam  as  an  entrepot  and  an  export  pro- 
cessing zone  did  not  contain  any  ideas  of 
cooperating  with  Singapore.  On  the  con- 
trary, Jakarta's  plan  to  develop  Batam  was 
seen  as  a  hostile  act  against  Singapore. 
Singapore  had  long  acted  as  an  entrepot  for 
Indonesia's  exports  and  imports.  Foreign  oil 
companies  operating  in  Indonesia  also  used 
to  have  their  offices  in  Singapore.  During  In- 
donesia's confrontation  against  Malaysia, 
which  then  also  included  Singapore,  Indone- 
sia had  already  wanted  to  reduce  its  de- 
pendence on  Singapore  and  at  the  same  time 
stemmed  the  flow  of  profits  that  the  city- 
state  had  enjoyed  from  Indonesia. 

Indonesia's  decision  to  develop  Batam  in 
1970  came  at  the  lowest  ebb  in  Indonesia's 
relations  with  Singapore  since  the  end  of  the 
confrontation  and  the  establishment  of 
ASEAN.  Bilateral  relations  between  the  two 
countries  became  strained  when  in  1968 
Singapore  carried  out  the  execution  of  two 
Indonesian  marines  captured  for  sabotage  at 
the  height  of  the  confrontation.  President 
Soeharto  apparently  felt  personally  insulted 
because  Singapore  and  Indonesia  had  just 
co-founded  ASEAN  and  Soeharto  had  per- 
sonally written  to  Lee  Kuan  Yew  asking  for 
the  death  sentence  to  be  commuted.  Al- 
though the  New  Order  government  under 
President  Soeharto  resisted  popular  de- 
mands to  carry  out  military  retaliations 
against  Singapore  because  of  Jakarta's  new 
commitment  to  regional  cooperation,  rela- 


tions between  Indonesia  and  Singapore  re- 
mained cool  until  1973. 

While  eschewing  political  action  against 
Singapore,  Indonesia  nevertheless  proceeded 
with  its  plan  to  become  more  economically 
independent  of  Singapore.  In  1970  a  presi- 
dential decree  designated  Batam  as  a  logistics 
and  operational  base  for  oil  and  gas  indus- 
tries. Oil  companies  that  formerly  had  their 
bases  in  Singapore  had  to  relocate  them  to 
Batam.  Funds  for  building  the  infrastructure 
in  Batam  came  from  the  Indonesian  state  oil 
company,  Pertamina.  In  1971  another  presi- 
dential decree  designated  Batam  as  an  indus- 
trial area,  with  emphasis  on  the  entrepot 
role.  In  1973  Batam  Industrial  Development 
Authority  (BID  A)  was  established  as  the  cen- 
tral government-level  agency  overseeing  the 
development  of  the  island.  In  1974  parts  of 
Batam  were  designated  as  bonded  ware- 
houses, and  in  1978  the  whole  island  became 
a  bonded  area.  A  master  plan  for  Batam  was 
prepared,  with  export  industries,  tranship- 
ment, warehousing  and  tourism  as  the  tar- 
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geted  industries. 

Because  of  the  Pertamina  crisis  in  1975- 
1978  the  development  of  Batam  slowed 
down  and  the  task  of  development  reverted 
to  the  government.  After  B.J.  Habibie  .was 
appointed  chairman  of  BID  A  in  1978  Batam 
had  the  additional  objective  of  becoming  a 
high-tech  centre. 

Indonesia's  inability  to  realise  its  plan  on 
Batam  due  to  the  Pertamina  crisis  and  the  in- 
creasingly warm  relations  between  Jakarta 
and  Singapore  resulted  in  a  turn-about  in  In- 
donesia's policy  towards  Batam.  Instead  of 
trying  to  develop  Batam  independently  as  a 
competitor  to  Singapore,  the  Indonesian 


Mari  Pangestu,  "Indonesian  Perspective". 


28 


THE  INDONESIAN  QUARTERLY,  XXII/I 


government  now  began  to  look  to  Singapore 
as  the  motor  for  Batam's  development. 

As  early  as  1979,  the  Chairman  of  BIDA 
who  is  also  the  Indonesian  Minister  for  Re- 
search and  Technology,  B.J.  Habibie,  had 
propounded  his  "balloon  theory"  for  the  in- 
terconnecting interests  of  Singapore  and  the 
surrounding  Riau  islands.  Habibie  likened 
Singapore's  economy  to  that  of  a  balloon 
which  had  a  limited  capacity.  Singapore's 
economic  balloon  would  burst  if  it  did  not 
have  safety  valves  to  draw  some  of  the  excess 
capacity  out.  Habibie  envisaged  the  surroun- 
ding Riau  islands,  especially  Batam,  as  the 
safety  valves  for  Singapore.  The  presence  of 
the  safety  valves  would  allow  Singapore's 
economic  balloon  to  continue  growing  while 
at  the  same  time  inflating  other  economic 
balloons  in  the  neighbouring  areas. 

Habibie's  idea  of  connecting  the  develop- 
ment of  Batam  to  that  of  Singapore  initially 
did  not  receive  much  attention  from  Singa- 
pore, because  as  we  have  seen  earlier  during 
this  period  Singapore  was  more  concerned 
about  making  itself  a  global  city;  Indonesia's 
investment  in  Batam  continued  throughout 
the  1980s,  before  the  realisation  of  the 
Growth  Triangle  concept.  Indonesia's  plan 
to  make  Batam  into  a  logistics  base  for  for- 
eign oil  companies  was  realised  in  1984-1985. 
Foreign  oil  contractors  and  related  entities 
now  had  to  use  Batam  as  a  base  instead  of 
Singapore. 

Singapore's  increasing  need  for  a  hinter- 
land to  ensure  its  economic  vitality  and  Indo- 
nesia's desire  to  see  a  rapid  industrial  devel- 
opment in  Batam  led  to  a  meeting  between 
President  Soeharto  and  Prime  Minister  Lee 
Kuan  Yew  in  Batam  in  1989.  Lee  announced 
Singapore's  intention  of  buying  water  from 
Indonesia.  Shortly  afterwards,  Indonesia 


carried  out  several  changes  in  its  investment 
policy  to  make  Batam  attractive  to  foreign 
investors,  especially  for  the  relocation  of  in- 
vestment from  Singapore.  The  most  impor- 
tant poUcy  change  was  to  allow  100  per  cent 
foreign  ownership  in  the  Batam  Economic 
Zone,  which  includes  the  main  Batam  island 
and  the  surrounding  five  islands.  There  is  a 
provision  that  5  per  cent  of  the  shares  must 
be  divested  within  five  years,  and  if  the  com- 
panies export  100  per  cent  of  their  products, 
no  further  divestment  is  required.  In  the  rest 
of  Indonesia  foreign  investors  cannot  have  a 
majority  share  in  any  businesses  established. 

The  favoured  industries  to  be  established 
in  Batam  are  light,  medium  or  heavy  indus- 
tries oriented  toward  exports,  using  skilled 
labour,  low  water  consumption,  medium 
and  high  technology  and  are  non-polluting. 
In  the  negative  list  are  labour  intensive  in- 
dustries, industries  requiring  large  volumes 
of  water,  heavy  polluting  industries,  gar- 
ments and  mining. 

In  1991  Singapore  is  the  biggest  foreign 
investor  in  Batam  which  accounted  for  44 
per  cent  of  the  investments,  followed  by  the 
United  States  (19  per  cent)  and  Japan  (7  per 
cent).  Singapore's  investment  in  Batam  in 
1991  was  33  per  cent  of  its  total  investment 
in  Indonesia.  Most  of  the  foreign  invest- 
ments in  Batam  are  concentrated  in  the  de- 
velopment of  real  estates  and  tourism,  ex- 
cept American  ones  which  are  mostly  in  oil 
drilling  equipment  and  steel  industries.  Ba- 
tam's main  exports  are  electronic  com- 
ponents and  oil  drilling  platforms.  In  1991 
Batam's  exports  of  electronic  components 
amounted  to  US$78  million  or  37.4  per  cent 
of  its  total  exports,  and  the  exports  of  oil 
drilling  equipment  reached  US$54  million  or 
25.7  per  cent  of  Batam's  total  exports. 
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Operational  and  Social  Problems  in 
the  Sijori  Growth  Triangle 

The  development  of  the  Sijori  project  has 
been  hampered  by  various  operational  prob- 
lems. At  the  same  time  the  rapid  economic 
growth  in  Johor  and  Riau  has  also  brought 
about  new  social  problems  which  policy- 
makers in  the  three  regions  must  seriously 
address. 

The  basic  idea  behind  the  Sijori  Growth 
Triangle  project  is  to  take  -advantage  of  the 
economic  complementarity  between  Singa- 
pore and  the  two  neighbouring  areas  of 
Johor  and  Riau.  In  practice  economic  coop- 
eration based  simply  on  the  existing  com- 
parative advantages  of  each  side  of  the 
triangle  is  becoming  increasingly  unaccep- 
table to  both  Malaysia  and  Indonesia.  Singa- 
pore is  perfectly  satisfied  with  the  idea  of 
being  the  economic  hub  of  the  Southern 
Growth  Triangle.  Neither  Johor  nor  Riau, 
however,  wish  to  remain  the  spokes  to  Singa- 
pore's hub. 

One  of  the  most  contentious  issues  that 
has  recently  risen  between  the  three  countries 
involved  is  the  perception  that  cooperation 
within  the  Growth  Triangle  is  based  on  un- 
equal relationships  and  tends  to  be  ex- 
ploitative, giving  most  of  the  benefits  to 
Singapore.  The  current  relations  between 
Singapore  as  the  owner  of  capital  and  tech- 
nological know-how  with  Johor  and  Batam 
as  the  place  for  cheap  land  and  labour  have 
been  likened  to  that  of  master-servant  rela- 
tionships. Given  the  fact  that  both  Malaysia 
and  Indonesia  are  much  larger  than  Singa- 
pore and  carry  much  greater  political  weight, 
this  seemingly  unequal  economic  relation 
has  invited  negative  nationalistic  sentiments 
in  the  former  two  countries. 


Indonesia's  plan  for  Batam 's  develop- 
ment does  not  envisage  the  island  as  a  place 
for  relocating  low-value  added  and  labour 
intensive  industries  from  Singapore  or  any 
other  areas.  It  is  true  that  Indonesia's  com- 
parative advantage  is  in  the  labour-intensive 
industries.  The  Indonesian  government, 
however,  has  put  labour  intensive  industries 
in  the  negative  list.  Batam's  relatively  small 
size  and  limited  water  supply  make  it  feasible 
only  for  certain  types  of  industries  such  as 
electronics  to  be  located  in  Batam  and  the 
other  islands  in  Riau. 

Habibie  envisages  the  development  of  the 
Sijori  Growth  Triangle  to  parallel  that  of  the 
Benelux  countries,  uniting  the  three  regions 
into  a  single  economic  unit.  In  reality  this  vi- 
sion is  difficult  to  realise  as  there  is  no  free- 
dom of  movement  for  labour  between  the 
three  areas  in  the  Growth  Triangle.  Of  the 
three  Singapore  has  the  strictest  regulations 
concerning  guest-workers.  Indonesia  has  a 
very  strict  law  on  land  possession.  Foreigners 
are  not  allowed  to  buy  land  but  can  lease 
land  for  thirty  years.  Unlike  the  investment 
law,  there  is  no  government  concession  in 
the  law  for  Batam  with  regard  to  the  owner- 
ship of  land.  This  prohibition  causes  some  of 
the  Singaporean  investors'  interests  to  wane. 
As  far  as  Johor  is  concerned,  its  geography 
makes  it  very  difficult  for  the  state  to  be- 
come a  free  economic  zone  to  support  the 
Growth  Triangle.  Unlike  Batam  which  can 
easily  be  isolated  from  the  rest  of  Indonesia, 
Johor  cannot  be  cordoned  off  from  the  rest 
of  the  Malay  peninsula. 

Compared  to  Indonesia,  Malaysia  has 
the  greatest  reservation  concerning  the 
Growth  Triangle  projects  for  various  rea- 
sons. Johor  is  one  of  the  more  densely  popu- 
lated and  urban  states  in  Malaysia  and  con- 
tributes 10  per  cent  to  Malaysia's  GDP.  This 


30 


THE  INDONESIAN  QUARTERLY,  XXII/ 1 


is  in  contrast  to  Batam  and  the  other  small 
Riau  islands,  which  to  Indonesia  as  a  whole 
only  appear  as  tiny  dots  in  the  map.  Any  de- 
velopment, either  positive  or  negative,  in 
Johor  will  have  much  more  impact  vis-d-vis 
Malaysia  as  a  whole  than  will  Batam  on  In- 
donesia. 

The  sovereignty  issue  is  also  much  more 
sensitive  in  Malaysia  than  in  Indonesia.  As 
mentioned  earUer,  while  Singapore  is  a  sov- 
ereign state.  Constitutionally  the  Johor  State 
government  cannot  make  autonomous  deci- 
sions without  federal  government  approval 
except  when  it  concerns  land,  religion  and 
the  Malay  culture.  As  a  cooperation  trans- 
versing  international  boundaries  the  formal 
agreement  on  the  Growth  Triangle  must  be 
done  at  the  federal  level,  while  the  imple- 
mentation and  promotion  should  be  done  at 
the  state  level.  At  the  introduction  of  the 
Growth  Triangle  concept,  however,  ap- 
proaches were  made  to  the  state  rather  than 
the  federal  government,  since  there  were 
already  close  links  between  Singapore  and 
Johor.  This,  in  part,  explains  the  cautious 
attitude  the  federal  government  has  adopted 
since  then.^^ 

The  federal-state  issue  is  a  major  issue 
for  Kuala  Lumpur.  Kuala  Lumpur  is  always 
sensitive  to  any  moves  made  by  the  states 
which  would  increase  their  independence  of 
the  federal  government.  Johor's  penchant 
for  independent  action  and  the  recent  con- 
flict between  the  federal  government  and  the 
Sultan  of  Johor  only  exacerbated  the  matter. 
The  Growth  Triangle  issue  has  also  become 
highly  poHticised  in  the  Malaysian  pohtics. 
Opponents  of  Prime  Minister  Mahathir  sup- 
port the  Growth  Triangle,  with  the  result 
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that  the  Malaysian  government  seems  to  be 
turning  its  back  on  the  Sijori  project.  At  the 
moment  Kuala  Lumpur  is  more  interested  in 
promoting  the  development  of  the  Northern 
Growth  Triangle  between  Penang,  Medan 
and  Phuket  than  in  pushing  forth  the  South- 
ern Growth  Triangle. 

The  rapid  development  of  Johor,  fuelled 
by  Singapore,  are  also  causing  Malaysia 
other  additional  problems.  A  major  problem 
for  Malaysia  is  the  distributional  issue,  for 
Johor's  rapid  growth  would  cause  an  im- 
balance with  the  other  states  in  the  federa- 
tion. Besides  the  political  consideration  men- 
tioned earher,  the  federal  government  is  also 
reluctant  to  put  more  investment  on  infra- 
structure in  Johor  needed  for  a  further  de- 
velopment of  the  Growth  Triangle,  because 
of  the  equal  claims  of  the  other  states.  The 
migration  of  workers  from  other  states  to 
Johor  is  also  causing  labour  shortages  in  the 
other  parts  of  Malaysia.  Thus  other  states  in 
Malaysia  are  not  very  keen  about  the 
Growth  Triangle  project  which  would  most- 
ly benefit  Johor. 

The  ethnic  issue  is  also  a  major  stumbling 
bloc  in  the  Singapore- Johor  connection.  The 
Malaysian  government  is  very  concerned 
that  close  cooperation  between  Johor  and 
Singapore  has  mostly  benefitted  the  ethnic 
Chinese  who  dominate  the  economic  sector 
in  Malaysia.  Kuala  Lumpur  is  also  worried 
of  the  increasing  sales  of  land  by  Malays  to 
Singaporeans.  Such  practices  can  disturb  the 
delicate  ethnic  balance  between  Malays  and 
Chinese  in  Malaysian  politics. 

The  influx  of  Singaporean  dollars  into 
Johor  and  the  rapid  urbanisation  of  the  area 
have  also  resulted  in  unwelcome  social  con- 
ditions. Land  prices  and  the  cost  of  living 
have  soared  throughout  Johor,  which  espe- 
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daily  cause  hardship  to  the  mostly  rural 
Malays.  Crimes  and  prostitution  have  also 
been  on  the  increase.  All  of  these  problems 
have  forced  the  Malaysian  government  to 
reconsider  whether  the  overall  costs  of  the 
Southern  Grov^lh  Triangle  do  not  actually 
outweigh  its  benefits. 

In  contrast  to  the  situation  in  Johor 
the  drive  to  integrate  Riau's  economy  to 
Singapore  came  from  the  central  govern- 
ment in  Indonesia.  Jakarta's  direct  role  in 
the  development  of  Batam  and  the  existence 
of  a  formal  agreement  between  Indonesia 
and  Singapore  have  been  the  keys  to  the  suc- 
cess of  the  Singapore-Riau  project.  This 
does  not  mean  that  there  are  no  problems  be- 
tween the  central  government  and  the  pro- 
vincial government.  The  dominant  role  of 
Jakarta  in  the  development  of  Batam  has 
caused  some  resentment  in  the  provincial 
government.  The  provincial  government 
feels  that  it  has  been  pushed  aside  in  the  im- 
plementation of  the  Sijori  project. 

The  provincial  dissatisfaction  has  also 
been  exacerbated  by  the  distributional 
issues.  The  Riau  people  as  a  whole  have  been 
marginalised  in  the  development  of  Batam 
and  its  surrounding  islands.  Batam  itself  on- 
ly had  6,000  population  in  1973  but  the  other 
islands  and  the  rest  of  the  Riau  province  in 
Sumatra  have  quite  a  significant  number  of 
population.  Most  of  the  work  force  for  the 
industries  in  Batam,  however,  has  been  im- 
ported from  Java  because  of  the  unavailabi- 
lity of  skilled  labour  in  Riau.  This  has  caused 
a  major  resentment  to  the  Riau  populace  as 
well  as  to  the  provincial  government  which 
has  to  deal  with  a  steady  rise  of  unemploy- 
ment in  Batam. 

Another  major  cause  of  dissatisfaction  in 
Batam  is  the  ethnic  issue.  Like  in  Johor  the 


people  who  have  benefitted  most  from  the 
Sijori  project  in  Indonesia  are  the  Chinese 
entrepreneurs.  Racial  and  cultural  affinities 
with  Singapore  have  given  a  certain  advan- 
tage to  the  Chinese  businessmen  in  Indonesia 
in  starting  their  operations  in  Batam  and  the 
surrounding  islands.  It  is  also  common 
knowledge  that  Singapore  prefers  to  carry 
out  joint  ventures  with  Indonesian-Chinese 
partners  than  with  indigenous  business 
groups. 

Therefore,  there  are  two  major  distribu- 
tional issues  in  Batam.  The  first  relates  to  the 
marginalisation  of  the  Riau  people,  as  they 
have  been  pushed  aside  by  workers  coming 
from  other  parts  of  Indonesia,  particularly 
from  Java.  The  second  relates  to  the  Chinese 
versus  indigenous  business  interests.  Most  of 
the  major  business  interests  in  Batam  and 
the  other  islands  included  in  the  Sijori  pro- 
ject are  owned  by  Indonesian-Chinese  cong- 
lomerates. 

Local  people  have  also  been  forced  to 
give  up  their  land  to  make  way  for  the  new 
industries  with  very  little  compensations. 
Most  of  these  people  have  been  fishermen 
for  generations,  so  that  it  would  be  very  dif- 
ficult for  them  to  take  advantage  of  the  new 
employment  opportunities  offered  by  the  in- 
dustrial development  in  the  Riau  islands.  At 
the  same  time  the  prices  of  land  for  housing 
and  the  cost  of  living  in  general  have  also 
sky-rocketed  in  Batam,  not  unlike  the  situa- 
tion in  Johor. 

Batam 's  population  has  increased  from 
6,000  in  1973  to  115,000  in  1992.  The  most 
rapid  growth  occurred  between  1988  and 
1992.  The  influx  of  workers  into  Batam 
which  does  not  yet  have  adequate  housing 
has  led  to  the  growth  of  shanty  towns. 
Crimes  and  prostitution  have  also  been  on 
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the  rise.  The  unforseen  growth  of  the  popu- 
lation is  also  putting  pressures  on  the  inade- 
quate supplies  of  utilities,  particularly  water 
and  electricity,  a  major  constraint  in  Ba- 
tam's  development  as  an  industrial  centre. 

These  are  some  of  the  political  and  social 
problems  that  have  been  highlighted  in  Ba- 
tam  which  have  led  to  a  lot  of  criticisms  con- 
cerning the  implementation  of  the  Sijori  pro- 
ject. There  are  other  equally  serious  issues, 
causing  some  analysts  to  propose  that  the  Si- 
jori project  be  abandoned  altogether. 

The  most  serious  criticism  of  the  Sijori 
project  is  caused  by  the  overt  dependence  of 
Batam  on  Singapore.  Although  Batam  is 
projected  as  a  major  foreign  exchange  earner 
for  Indonesia,  Batam  is  almost  wholly  de- 
pendent on  Singapore  for  its  daily  necessities 
because  of  the  distance  between  Batam  and 
the  rest  of  Indonesia.  At  the  moment  Batam 
actually  imports  more  than  it  exports.  The 
critics  argue  that  this  state  of  affairs  would 
continue  in  the  future  because  it  would  be 
difficult  for  Batam  to  establish  linkages  with 
other  parts  of  Indonesia. 

These  critics,  therefore,  do  not  see  any 
economic  justification  for  the  current  indus- 
trial development  of  Batam,  as  it  cannot 
create  multiplier  effects  on  the  rest  of  the  In- 
donesian economy  and  only  benefits  Singa- 
pore. They  further  argue  that  the  opportuni- 
ty cost  of  Indonesia's  investment  in  Batam  is 
too  high.^^  If  the  government  had  invested 

"See  Mubariq  Ahmad,  "Model  Sijori  dan  Pemera- 
taan:  Sebuah  Paradigma  dengan  Mitos-mitos".  Paper 
presented  at  Konvensi  Nasional  Pembangunan  Regional 
dan  Segitiga  Pertumbuhan  [National  Convention  for 
Regional  Development  and  Growth  Triangle],  organised 
by  CIDES.  Jakarta,  12-16  February  1993. 

'*Sritua  Arief,  "Sijori:  Between  Myth  and  Reality", 
Discussion  on  JSR  Growth  Triangle.  Singapore,  12 
April  1993. 
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the  same  amount  of  resources  in  other  parts 
of  Indonesia,  more  people  would  gain 
employment.  In  their  view  it  would  make 
more  economic  sense  if  Indonesia  were  to 
develop  other  ports  on  the  East  Coast  of 
Sumatra,  such  as  Belawan  and  Dumai,  in- 
stead of  Batam. 

All  these  criticisms  are  forcing  the  In- 
donesian government  to  reassess  its  policy  in 
Batam.  The  policy  of  closely  linking  the 
Riau  islands  to  Singapore  without  develop- 
ing similar  linkages  to  the  rest  of  Indonesia 
has  become  increasingly  untenable.  The 
same  is  true  about  the  marginalisation  of  the 
local  people.  Now  there  are  increasing  calls 
for  Batam  to  develop  linkages  with  the  east- 
ern coast  of  Sumatra,  so  that  this  area  would 
enjoy  a  spill-over  from  the  development  in 
Batam.  There  are  also  calls  to  improve  the 
human  resources  in  Riau  so  that  the  local 
people  can  be  integrated  into  the  Sijori  pro- 
ject. 

The  improvement  in  the  quality  of  the 
human  resources  is  also  designed  to  increase 
Indonesia's  competitive  advantage.  In- 
donesia does  not  cherish  the  idea  of  per- 
manently being  at  the  bottom  of  the  interna- 
tional division  of  labour,  as  the  country  with 
an  abundant  supply  of  unskilled  and  cheap 
labour. 

While  taking  advantage  of  Singapore's 
financial  strength,  the  dominant  position  of 
Singapore  in  the  Sijori  Growth  Triangle  has 
clearly  become  increasingly  unacceptable  to 
both  Jakarta  and  Kuala  Lumpur,  particular- 
ly to  the  latter.  Problems  in  the  Singapore- 
Riau  connection  have  mostly  been  smoothed 
away  by  the  cozy  relations  between  Jakarta 
and  Singapore.  The  same  kind  of  easy  rela- 
tionship does  not  exist  between  Singapore 
and  Kuala  Lumpur  or  between  Kuala  Lum- 
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pur  and  Jakarta  for  that  matter. 

This  adds  another  dimension  to  the 
triangular  problem.  Indonesia's  increasingly 
close  ties  with  Singapore  are  causing  some  ir- 
ritation in  Kuala  Lumpur.  Indonesian-Ma- 
laysian relations  have  tended  to  be  regarded 
by  both  sides  as  special.  The  Malay  domi- 
nated government  in  Kuala  Lumpur  often 
uses  Indonesia  to  offset  the  influence  of 
Singapore  on  the  Malaysian  Chinese.  With 
Jakarta's  increasingly  warm  relations  with 
Singapore,  Kuala  Lumpur  may  feel  that  it  is 
losing  its  Indonesian  card  vis-i-vis  Singa- 
pore. 

To  reduce  the  appearance  of  Singapore's 
domination  and  to  make  the  Sijori  project 
less  a  hub  and  spokes  relationship  there  is 
clearly  an  urgent  political  need  to  make  the 
Growth  Triangle  complete,  by  joining  the 
Johor  and  Riau  side.  There  is  also  a  need  to 
dilute  the  domination  of  ethnic  Chinese  in 


the  Southern  Growth  Triangle  which  is  caus- 
ing so  much  resentment  in  both  Malaysia 
and  Indonesia.  Plans  are  now  being  pro- 
posed to  reactivate  the  Malay  cultural  links 
that  had  historically  existed  in  this  region. 

The  emergence  of  various  major  issues 
around  the  Sijori  Growth  Triangle  makes  it 
very  clear  that  the  existence  of  economic 
complementarity  alone  is  not  sufficient  for 
the  success  of  a  sub-regional  economic  coop- 
eration transversing  international  boun- 
daries. Singapore  has  often  been  criticised 
for  lacking  in  political  and  cultural  sensitivi- 
ties in  carrying  out  relations  with  its  Muslim 
Malay  neighbours  in  Indonesia  and  Malay- 
sia. It  is  to  be  hoped  that  all  the  parties  in- 
volved in  the  Sijori  project  would  take  steps 
to  minimise  the  negative  by-products  so  that 
the  Southern  Growth  Triangle  would  not 
only  benefit  each  of  the  partners  equally,  but, 
also  help  to  strengthen  regional  cooperation 
as  a  whole. 


Intra-ASEAN  Territorial  Disputes: 
The  Sabah  Claim* 


Soedjati  Djiwandono 


IN  the  midst  of  the  widely  acclaimed  suc- 
cess story  of  ASEAN  as  a  regional  coop- 
eration, one  may  tend  to  overlook  the 
numerous  disputes  of  all  sorts  that  have  beset 
the  bilateral  relations  between  almost  any 
two  of  its  member  states  even  since  well 
before  the  estabhshment  of  the  association 
over  more  than  a  quarter  of  a  century  ago. 
These  are  yet  to  be  resolved. 

Indeed,  it  can  be  argued,  on  the  one 
hand,  that  the  continued  existence  of  such 
unresolved  bilateral  disputes  in  itself  speaks 
for  the  success  of  ASEAN.  In  that  sense, 
ASEAN  has  served  to  "sweep  under  the  car- 
pet" the  continued  disputes  between  its 
member  states  that  would  otherwise  have 
rendered  ASEAN  regional  cooperation  a 
futile  undertaking. 

On  the  other  hand,  one  must  not  rule  out 
the  possibility,  though  perhaps  unlikely,  of 
any  one  of  those  disputes  becoming  a  time 


♦Paper  presented  at  the  seminar  on  "ASEAN  into 
the  21st  Century:  Dealing  with  Unresolve  Issues",  held 
in  Manila,  14-15  January  1994. 


bomb  that  may  one  day '  rend  apart  the 
ASEAN  carpet,  should  any  one  of  its 
member  states  no  longer  see  the  possibility 
or  the  desirability  of  reconciling  its  vital  na- 
tional interests,  however  perceived,  with  the 
regional  aims  and  interests  of  ASEAN.  And 
such  an  argument  would  assume  greater 
cogency  in  the  event  that  the  challenges,  par- 
ticularly in  strategic  and  security  terms,  that 
have  originally  motivated  the  establishment 
of  the  regional  association  are  no  longer  seen 
to  prevail  and  thus  no  longer  perceived  to  be 
of  relevance  in  the  light  of  changing  strategic 
environment  and  changing  circumstances. 

At  all  events,  the  sudden  demise  of  the 
Cold  War  has  created  a  great  deal  of  uncer- 
tainty as  to  what  kind  of  world  order  is  to  be 
expected  to  obtain  in  its  place.  And  a  great 
number  of  ideas,  concepts  and  perceptions 
of  all  sorts  are  to  be  understood  in  a  new 
light  as  to  their  meanings,  values,  and  re- 
levancy, especially  those  whose  gestation  has 
been  closely  associated  with  the  Cold  War, 
one  way  or  the  other. 

One  should  not,  therefore,  take  such 
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bilateral  disputes  for  granted.  However  dif- 
ficult, long  and  arduous  the  process  may  be, 
some  wayout  is  to  be  found,  to  resolve  them 
once  and  for  all.  This  should  be  within  the 
power  and  competence  of  the  ASEAN  mem- 
ber states,  provided  each  of  them  has  the 
necessary  political  will,  good  faith  and  per- 
severance, as  well  as  the  trust,  understan- 
ding, and  conviction,  that  such  an  under- 
taking will  be  in  the  long-term  interest  of 
ASEAN,  and  thus  of  its  member  states  them- 
selves, individually  as  well  as  collectively. 

What  follows  is  a  modest  attempt  to  con- 
tribute to  a  rethinking  particularly  of  the 
long-standing  and  highly  sensitive  dispute 
between  the  Philippines  and  Malaysia  over 
Sabah,  now  a  state  within  the  Malaysian 
Federation.  It  is  admittedly  lacking  in  any 
advocacy  for  a  clear-cut,  approach  to  the 
dispute  or  a  definite  method  or  mechanism 
by  which  it  is  to  be  resolved,  except  that 
whatever  alternative  is  ultimately  to  be  opted 
for  its  final  resolution,  it  should  be  other 
than  one  by  force  or__vioience.  - 

The  Gravity  of  the  Dispute 

Indeed,  there  remain  unrevolved  ques- 
tions of  overlapping  sovereignty  among 
member  states  of  ASEAN.  There  are  more  if 
the  whole  of  Southeast  Asia,  East  Asia,  and 
the  South  Pacific  should  be  included. 

Such  problems,  however,  are  not  of  the 
same  nature,  nor  of  the  same  degree  of 
gravity  and  sensitivity  in  terms  of  their  im- 
pact on  relations  between  the  states  involved 
and  on  regional  cooperation  of  ASEAN.  As 
such  they  may  require  different  approaches 
and  different  modes  of  settlement.  It  would 
seem  too  ambitious,  therefore,  to  deal  with 
all  of  them  in  one  sweep. 


Questions  of  overlapping  sovereignty  or 
boundary  disputes  have  continued  to  be- 
come an  important  issue  in  the  politics  of 
Southeast  Asia,  even  within  the  more  limited 
area  of  ASEAN.  They  have  their  roots  in  the 
colonial  history  of  the  region.  The  boun- 
daries of  Southeast  Asia  were  mostly  im- 
posed by  the  European  colonial  powers.  But 
they  were  often  ill-defined,  not  demarcated, 
or  were  poorly  demarcated.  And  since  many 
of  the  maps  differ,  the  boundary  lines  drawn 
during  colonial  times  have  not  been  every- 
where accepted  by  post-colonial  states.  The 
successor  states  tend  to  accept  their  bounda- 
ries if  in  their  favour;  if  not,  they  complain 
that  they  were  drawn  arbitrarily  by  the  colo- 
nial powers.' 

Thus,  in  spite  of  ASEAN,  there  are  dis- 
putes between  Malaysia  and  Singapore  over 
the  island  of  Batu  Puteh  ("white  stone"); 
between  Malaysia  and  Indonesia  over  the 
two  islands  of  Sipadan  and  Ligitan;  and  be- 
tween Indonesia  and  the  Philippines  over  the 
island  of  Miangas.  While  these  are  certainly 
questions  of  overlapping  sovereignty,  how- 
ever, it  is  arguable  if  they  really  constitute 
territorial  disputes  properly  defined. 

A  territorial  dispute  occurs  when  a  state 
lays  claim  to  areas  under  the  sovereignty  of  a 
neighbouring  state. ^  Thus  strictly  defined, 
the  Philippine  claim  to  Sabah  does  constitute 
a  territorial  dispute  between  the  Philippines 
and  Malaysia.  Whatever  the  case,  the  dispute 
over  Sabah  is  the  most  salient,  if  not  the  only 


Lee  Yong  Leng,  "Boundaries  and  Boundary  Dis- 
putes", in  Southeast  Asia:  Essays  in  Political  Geogra- 
phy (Singapore:  Singapore  University  Press,  1982),  5. 

^Ibid.,  23.  A  territorial  dispute  is  one  kind  of  boun- 
dary dispute;  another  is  a  positional  dispute,  which  can 
arise  because  of  uncertainties  concerning  delimitation  or 
demarcation;  see  ibid.,  17. 
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true  intra-ASEAN  territorial  dispute.  It  is 
definitely  the  most  serious  in  that  it  has 
created  frequent  strains  and  tensions  in  the 
relations  between  the  two  countries,  even  to 
the  extent  of  severance  of  diplomatic  rela- 
tions at  the  initial  stage  of  the  Malaysian 
Federation.  To  some  extent  it  has  also  inter- 
fered with  ASEAN  cooperation. 

That  is  by  no  means  to  suggest,  of 
course,  that  the  other  problems  of  overlapp- 
ing sovereignty  between  ASEAN  member 
states,  whatever  their  nature,  are  not  worthy 
of  attention.  But  perhaps  it  is  no  exaggera- 
tion to  suggest  that  given  the  solution  of  the 
dispute  over  Sabah,  a  settlement  of  the  rest 
of  intra-ASEAN  questions  of  overlapping 
sovereignty  would  not  likely  be  as  intractable 
as  they  may  have  appeared  until  now.  This 
presumes  that  such  boundary  disputes  do 
not  merely  represent  symptoms  of  far  deeper 
conflicts. 

Indeed,  in  comparison  with  the  Sabah 
dispute,  other  intra-ASEAN  boundary  or 
territorial  disputes  have  rarely  created  ser- 
ious tensions,  let  alone  obstacles  in  the  bilat- 
eral relations  between  the  states  involved, 
nor  in  ASEAN  regional  cooperation.  The 
dispute  between  Indonesia  and  Malaysia 
over  the  islands  of  Sipadan  and  Ligitan,  for 
instance,  has  not  been  resolved  since  negotia- 
tions began  between  the  two  countries  in 
1966  soon  after  the  end  of  Indonesia's  con- 
frontation against  Malaysia.''  In  1969,  they 
agreed  to  maintain  a  status  quo  on  the  two 
small  islands.  Then  negotiations  in  Kuala 
Lumpur  in  October  1991  only  resulted  in  the 
formation  of  a  Joint  Border  Committee. 

The  problem  was  recently  discussed 
again  by  Indonesia's  Foreign  Minister  Ali 

^See  Ikrar  Nusa  Bhakti,  "Sengketa  Sipadan  dan  Li- 
gitan", Suara  Karya.  26  July  1993. 


Alatas  and  his  Malaysian  opposite  number, 
Datuk  Abdullah  Badawi,  in  Jakarta  in  Feb- 
ruary 1993,  but  again  no  solution  was 
reached.  It  has  also  been  discussed  on  a 
number  of  occasions  by  President  Soeharto 
and  Prime  Minister  Mahathir  Mohammad  in 
Jakarta  as  well  as  in  Kuala  Lumpur. 

During  President  Soeharto's  visit  to  the 
Langkawi  island,  Malaysia,  in  July  last  year, 
for  talks  with  Prime  Minister  Mahathir  Mo- 
hammad, the  question  of  Sipadan  and  Ligi- 
tan islands  was  also  on  the  agenda.  The  two 
leaders  agreed  to  achieve  a  peaceful  solution 
of  the  question  as  soon  as  possible,  hope- 
fully before  the  end  of  1993,  through  friend- 
ly negotiations.  And  should  they  fail  to  do  so 
through  bilateral  talks,  then  the  question 
would  be  resolved  within  the  framework, 
never  beyond  the  scope,  of  ASEAN. 

The  year  1993  is  now  gone,  but  the  status 
quo  continues.  Nevertheless  the  dispute  has 
done  no  serious  damage  to  the  bilateral  rela- 
tions between -Malaysia  and  Indonesia.  It  has 
not  hampered  their  continued  improvements 
in  all  fields. 

One  minor  exception  has  been  a  repeti- 
tion of  mild  mutual  protests  against  each 
other  whenever  a  warship  of  one  or  the  other 
side  sails  around  the  waters  of  the  tiny 
islands.  Another  was  mild  resentment  on  the 
part  of  some  official  quarters  in  Indonesia 
when  a  tourist  project  undertaken  by  a  Ma- 
laysian private  company  was  reported  to 
have  been  under  way  on  the  Sipadan  island 
since  1986,  for  such  an  act  was  considered 
contrary  to  the  agreement  on  the  status 
quo.^  Otherwise,  Malaysian-Indonesian 


^Suara  Karya  daily,  19  July  1993. 
'Suflrfl  Pembaruan,  20  October  1993. 
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relations  have  remained  basically  unruffled. 

In  fact,  a  bilateral  summit  meeting  be- 
tween the  leaders  of  the  two  countries  ap- 
pears to  be  the  most  frequent  among 
ASEAN  member  states  since  the  establish- 
ment of  the  association  in  1967,  This  is  a 
clear  manifestation  of  their  close  relations. 
To  be  sure,  there  are  problems  in  the  bilat- 
eral relations  between  Malaysia  and  Indone- 
sia. But  they  are  not  necessarily  related  to 
the  dispute  over  the  two  islands,  nor  made 
more  acute  by  it. 

The  same  thing  may  be  said  about  rela- 
tions between  Malaysia  and  Singapore, 
which  for  some  reasons,  such  as  those  of 
historical  and  probably  also  racial  nature, 
appear  to  be  beset  by  more  problems  than 
those  between  Malaysia  and  Indonesia.  But 
many  of  these  problems  almost  certainly 
have  little  to  do  with  thieir  dispute  over  the 
Batu  Puteh  island. 

By  contrast,  the  dispute  over  Sabah  has 
often  created  serious  tensions  and  caused 
deterioration  in  the  relations  between  Malay- 
sia and  the  Philippines.  And  to  a  certain  ex- 
tent, their  strained  relations  have  often 
adversely  affected  ASEAN  regional  coopera- 
tion as  well. 

As  referred  to  earlier  on,  diplomatic  rela- 
tions between  the  two  countries,  or  rather, 
between  Malaya  and  the  Philippines,  were 
severed  on  the  very  date  the  formation  of  the 
Malaysian  Federation  was  announced, 
namely,  16  September  1963.  President  Maca- 
pagal  of  the  Philippines  had  claimed  to  Sa- 
bah as  part  of  the  Philippine  territory  the 
year  before.  In  fact,  only  at  the  third 
ASEAN  Ministerial  Meeting  in  1969  was 
normalisation  of  relations  between  Malaysia 
and  the  Philippines  announced  by  the  Ma- 
laysian Prime  Minister,  who  stated  that  it 


showed  the  great  value  he  placed  on 
ASEAN.^ 

In  point  of  fact,  for  some  time  after  its 
establishment,  ASEAN's  activities  were  sus- 
pended owing  to  deterioration  of  Malaysian- 
Philippine  relations.  This  was  brought  about 
by  the  so-called  "Corregidor  affair"  that 
erupted  in  March  1968  and  the  subsequent 
revival  of  the  Sabah  dispute.  It  appeared 
that  the  incident  involved  what  seemed  to  be 
a  special  military  force  of  Muslim  recruits 
that  was  being  trained  on  Corregidor  Island, 
near  Manila,  allegedly  with  a  view  to  being 
infiltrated  to  Sabah.  Announcing  other 
evidence  of  an  infiltration  attempt,  the  Ma- 
laysian government  logged  a  formal  pro- 
test.^ 

In  June  and  July  of  that  year,  senior  of- 
ficials met  in  Bangkok  for  what  turned  out 
to  be  fruitless  discussions  on  the  SabatK^ 
claim.  This  and  the  passage  in  the  Philippine 
Congress  the  following  September  of  a  re- 
solution delineating  Philippine  territorial 
waters  that  included  a  provision  that  the 
legislation  would  be  "without  prejudice  to 
the  delineation  of  base  lines  of  the  territorial 
sea  around  the  territory  of  JSabah  ...  over 
which  the  . . .  Philippines  had  acquired  domi- 
nion and  sovereignty",  served  only  to 
worsen  further  the  relations  between  the  two 
countries.^ 

Understandably  in  the  light  of  such  rela- 
tions, mutual  recriminations  have  been  ram- 
pant. One  may  recall  another  incident,  that 

*Roger  Irvine,  "The  Formative  Years  of  ASEAN: 
1967-1975",  in  Understanding  ASEAN,  ed.  Alison 
Broinowski  (London:  The  Macmillan  Press  Ltd.,  1982), 
20. 

'ibid.,  19. 
*Ibid. 
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of  23  September  1985,  when  the  Philippines 
accused  Malaysia  of  mounting  an  attack  on 
the  town  of  Lahad  Datu  on  the  coast  of 
Sabah.  The  then  Philippine  Minister  of 
Defence,  Juan  Ponce  Enrile,  warned  that  the 
attack  could  lead  to  a  diplomatic  confronta- 
tion. But  Malaysia  denied  the  allegation. 

The  PhiUppines  also  alleged  that  Sabah 
had  been  used  as  a  centre  for  training  the 
Moro  Muslim  rebels,  which  was  perhaps  re- 
lated to  the  existence  of  some  three  hundred 
thousand  Philippine  refugees  there.  Much 
later,  the  Philippines  also  alleged  that  the 
Moro  rebels  got  their  arms  and  other  where- 
withal smuggled  from  Sabah. 

Most  symptomatic  of  the  strained  rela- 
tions between  Malaysia  and  the  Philippines, 
however,  was  the  absence  for  more  than  two 
decades  of  any  top  level  visit  to  each  other 
for  a  bilateral  summit  meeting.  One  excep- 
tion was  the  visit  of  President  Marcos  to 
Kuala  Lumpur  in  1977  .  for.  the  second 
ASEAN  summit  meeting,  and  the  other  was 
that  of  Prime  Minister  Mahathir  Moham- 
mad to  Manila  for  the  third  ASEAN  summit 
in  1987.  The  first  top  level  visit  by  President 
Fidel  Ramos  to  Kuala  Lumpur  early  last  year 
was  therefore  a  breakthrough,  which  may 
augur  well  for  the  future  relations  between 
the  two  countries.  However,  one  is  yet  to  see 
a  return  visit  by  the  Malaysian  Prime  Minis- 
ter to  Manila. 


The  Claim  Re- Visited 

The  details  surrounding  the  highly  com- 
plex question  of  the  Sabah  claim  are  well- 

^Kompas,  2  October  1985. 
^°Kompas,  24  November  1987. 
Kompas,  25  March  1990. 


known  and  have  appeared  in  numerous 
pubhcations.  There  is  no  need  to  repeat 
every  aspect  here.  But  in  order  to  consider 
again  possible  means  of  its  resolution,  some 
fundamental  elements  merit  a  close,  if  brief, 
re-examination,  which  seem  to  have  been  the 
least  contested. 

A  series  of  historical  events  forms  the 
basis  of  the  Philippine  claim: 

December  29,  1877:  Baron  de  Overbeck, 
operating  as  agent  for  the  British  syndicate 
of  Dent  Brothers,  forerunner  of  the  British 
North  Borneo  Company,  received  a  cession 
of  territory  in  North  Borneo,  extending  from 
Jesselton  on  the  west  coast  to  the  Sibuco 
River  on  the  east,  together  with  the  Kimanis 
and  Benoni  rivers,  some  72,772  square  kilo- 
metres of  land  embracing  480  kilometres  of 
of  coastline. 

January  22,  1878:  Baron  de  Overbeck, 
having  learned  that  some  of  the  northern 
and  eastern  portions  of  this  territory  had 
been  ceded  earlier  (1704)  to  the  sultan  of 
Sulu  by  the  sultan  of  Brunei,  entered  into  an 
agreement  with  the  sultan  of  Sulu  for  the 
purpose  of  acquiring  clear  title  to  some  of 
the  lands  mentioned  in  the  1877  agreement. 
The  crux  of  the  dispute  is  that  the  govern- 
ment of  the  Philippines  maintains  that  this 
1878  agreement  provided  merely  for  the 
lease,  rather  than  cession,  of  these  terri- 
tories. 


•^The  following  information  is  taken  almost  in  toto 
from  Bernard  K.  Gordon,  The  Dimensions  of  Conflict 
in  Southeast  Asia  (Englewood  Cliffs,  N.J.:  Prentice- 
Hall,  Inc.,  1966),  11-12.  The  author  of  this  book  uses 
Malayan,  Philippine,  and  other  sources.  See  also  Lee 
Yong  Leng,  "Boundaries  and  Boundary  Disputes",  25; 
and  Peter  Lyon,  War  and  Peace  in  South-East  Asia 
(London:  Oxford  University  Press  for  the  Royal  In- 
stitute of  International  Affairs,  1969),  41,  for  additional 
sources. 
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November  1,  1881:  The  British  North 
Borneo  Company,  successor  to  Dent,  was 
granted  a  royal  charter. 

1888:  By  agreement  between  the  British 
North  Borneo  Company  and  Great  Britain, 
North  Borneo  became  a  protectorate  of  the 
British  Crown. 

1946:  The  British  North  Borneo  Com- 
pany gave  up  all  rights  in  North  Borneo,  and 
the  territory  became  a  Crown  colony. 

June  21,  1962:  President  Macapagal  of 
the  Philippines,  who  had  not  fully  accepted 
the  validity  of  British  sovereignty  over  North 
Borneo  for  at  least  fifteen  years,  announced 
that  his  government,  as  the  successor  to  the 
sultan  of  Sulu,  intended  to  claim  North 
Borneo  as  part  of  the  Philippines. 

September  16:  Malaysia  was  established, 
and  North  Borneo  —  which  had  been  a  Bri- 
tish colony  -  became  part  of  Malaysia.  The 
Philippines  withheld  recognition  of  Malaysia 
by  recalling  its  ambassador  and  reducing  its 
diplomatic  representation  in  Kuala  Lumpur 
to  consular  level  on  the  grounds  that  "Ma- 
laysia" was  a  new  state.  Malaysia  replied  by 
recalling  its  ambassador  in  Manila,  thereby 
breaking  off  diplomatic  relations. 

Thus  at  the  heart  of  the  dispute  is  the 
Philippine  contention  that  the  agreement  of 
January  22,  1878  was  not  a  cession  of  terri- 
tory but  merely  a  lease,  and  that  no  transfer 
of  sovereignty  was,  or  could  ever  have  been, 
involved.  The  basis  for  this  argument  is  that 
only  sovereigns  and  their  representatives  can 
transfer,  accept,  and  hold  sovereignty.  It  is 
asserted  that  the  sultan  of  Sulu  had  no  right 
to  cede  the  territory  because  Spain  was  then 
the  sovereign  power. 

Therefore,  because  Baron  de  Overbeck 
did  not  represent  any  sovereignty,  the  agree- 


ment affected  only  property  rights,  not 
sovereignty.  Such  an  argument  would  render 
invalid  all  the  later  transactions  that  pur- 
ported to  alter  the  status  of  the  North 
Borneo  territory. 

Further  complications  arose  out  of  the 
terms  and  wording  of  the  original  agree- 
ment. The  1878  document  stipulated,  for  in- 
stance, that  Baron  de  Overbeck  and  his  suc- 
cessors would  pay  to  the  sultan  of  Sulu  an 
amount  equivalent  to  $5,000  annually.  One 
observer  claimed  that  the  "very  manner  in 
which  payment ...  is  made,  which  is  annually 
in  perpetuity,  and  the  smallness  of  the 
amount  offered  ...  underline  the  nature  of 
the  transaction  as  one  of  lease." 

The  opposite  view,  however,  was  offered 
by  another,  that  the  method^f  compensa- 
tion does  not  affect  the  permanence  of  the 
transfer:  "That  payment  is  to  be  made  an- 
nually in  no  wise  alterslthe  matter.  Such  pay- 
ment was  given,  not  as  rent,  but  as  a  pension 
to  compensate  for  the  loss  of  (in  theory) 
income-producing  lands.  There  is  nothing 
strange  about  this;  it  was  standard  practice, 
and  surely  it  was  a  good  bargain  for  a  sultan 
to  receive  a  regular  and  secure  income  for 
signing  away  a  hunk  of  useless  jungle. "^^ 
The  phrase  "in  perpetuity"  may  serve  to 
strengthen  this  argument. 

There  are  complications  of  different 
sorts.  But  the  above  citations  should  suffice 
to  give  some  idea  of  the  complexity  of  the 
dispute.  To  present  a  fully  detailed  descrip- 
tion of  the  dispute  is  certainly  not  the  pur- 
pose of  this  brief  paper.  In  short,  the  Philip- 
pine claim  to  Sabah  rests  on  legal,  historical, 
and  linguistic  arguments. 


■'Gordon,  Dimensions  of  Conflict,  12. 
^Bofh  quoted  in  ibid.,  12. 
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As  regards  legal  arguments,  they  are  cer- 
tainly subject  to  different  interpretations.  So 
are  linguistic  arguments.  One  issue,  for  in- 
stance, revolves  around  the  critical  Malay 
term  pajak  used  in  the  treaty.  The  Philip- 
pines claimed  that  the  term  did  not  mean 
"grant"  or  "cede",  but  "lease".  As  a  mat- 
ter of  fact,  it  is  hard  to  deny  that  the  usual 
meaning  today  of  the  word  is  "lease"  rather 
than  "cede".  Yet  because  language  does 
change,  there  is  reason  to  doubt  as  to  its 
meaning  in  1878. 

With  the  help  of  scientific  research,  par- 
ticularly in  historical  hnguistics,  a  definite 
answer  may  finally  be  found  as  to  the  mean- 
ings of  words  in  different  periods  of  history 
and  in  different  parts  of  the  world.  This 
should  serve  to  settle  the  linguistic  argu- 
ments. But  a  consensus  is  difficult  to  reach 
on  legal  interpretations. 

As  regards  historical  arguments,  the 
question  may  be  raised  as  to  how  far  deeply 
back  into  history  one  would  be  prepared  to 
go.  One  is  surely  willing  to  go  as  far  as  possi- 
ble or  only  so  far  as  to  serve  one's  own  in- 
terests. And  just  as  in  the  case  of  legal  argu- 
ments, a  consensus  is  equally  difficult  to 
reach  on  this  issue.  Consideration  of  these 
aspects  of  the  Sabah  dispute  may  likely  pro- 
vide a  clue  to  a  proper  approach  towards  its 
final,  peaceful  resolution. 


Towards  a  Resolution 

Needless  to  say,  what  we  all  seek  is  a 
Pacific  or  peaceful  solution  of  the  dispute  as 
the  only  desirable  alternative.  This  means  a 
termination  of  the  dispute  with  the  mutual 
agreement  of  the  parties  concerned. 

As  stated  at  the  outset,  however,  it  is  not 
the  purpose  of  this  paper  to  advocate  or  re- 
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commend  any  specific  approach  or  specific 
method  of  solution  to  the  Sabah  dispute.  It 
may  nonetheless  be  useful  that  toward  that 
end,  all  conceivable  and  possible  means, 
again  sort  of  force,  may  deserve  examination 
and  consideration. 

The  most  important  peaceful  solution 
would  be  direct  bilateral  negotiations  to  be 
resumed  between  the  two  countries  involved, 
which  may  eventually  lead  to  an  agreement. 
Such  an  agreement,  of  course,  cannot  but  be 
a  political  solution,  which  essentially  means 
a  compromise.  And  almost  by  definition,  a 
compromise  does  not  usually  make  either 
party  happy.  Moreover,  in  view  of  the  com- 
plexity of  the  dispute,  such  negotiations  are 
likely  to  be  a  long  and  arduous  process. 
There  is  also  a  danger,  as  far  as  ASEAN  re- 
gionalism is  concerned,  that  at  least  over  the 
long  run,  protracted  negotiations  may  stand 
in  the  way  of  promoting  friendly  and 
mutually  beneficial  relations  between  the 
two  countries,  which  in  turn  may  jeopardise 
regional  cooperation  of  ASEAN.  It  seems 
hard  to  judge  whether  or  not  they  are  worth 
the  risks. 

The  first  visit  by  President  Fidel  Ramos 
to  Malaysia  early  last  year  was  a  promising 
sign.  Before  his  departure,  the  President 
stated  that  "We  will  try  to  build  up  some- 
thing that  unites  us,  and  scope  with  all  prob- 
lems that  separate  us".  He  also  said  that 
"The  Sabah  question  will  not  reduce  im- 
provement of  bilateral  relations  in  other 
fields  that  will  improve  the  economic  chmate 
in  the  two  countries.  What  the  Philippines 
wants  is  economic  success".'^  Furthermore, 
the  President  had  formed  an  advisory  board 
to  give  advice  on  Sabah. 


"Kompas,  28  January  1993. 
^^Kompas,  21  January  1993. 
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It  was  during  that  visit  that  a  Malaysian- 
Philippine  Joint  Commission  was  estab- 
lished in  order  to  improve  relations  between 
the  two  countries,  putting  aside  their  more 
than  thirty-year  old  dispute  over  Sabah.  This 
clearly  shows  that  both  countries  would  not 
wish  to  see  the  dispute  in  the  way  of  their 
bilateral  relations.  And  although  it  is  not 
clear  what  they  meant,  President  Ramos  and 
Prime  Minister  Mahathir  both  agreed  to 
"pursue  a  new  approach  to  the  solution  of 

17 

the  Sabah  question". 

In  the  event  that  direct  bilateral  negotia- 
tions prove  too  difficult  to  continue,  for 
whatever  reasons,  the  two  countries  may 
have  recourse  to  a  third  party  for  mediation 
to  help  smoothen  out  the  process  of  negotia- 
tions. They  can  make  use  of  the  good  offices 
of  a  third  party  as  mediator  of  their  own 
choice. 

Should  that  course  of  action  be  taken, 
the  most  available  and  probably  the  most  ap- 
propriate mechanism  would  be  that  provided 
for  by  the  Treaty  of  Amity  and  Cooperation 
in  Southeast  Asia  signed  at  the  first  ASEAN 
summit  in  Bali  in  1976.  This  would  at  the 
same  time  enhance  ASEAN  regional  coop- 
eration. 

Failing  in  that,  there  is  still  a  wider  choice 
of  the  use  of  the  United  Nations  Organisa- 
tion or  resort  to  Arbitration  and  Adjudica- 
tion by  the  International  Court  of  Justice. 
Bilateral  negotiations  and  mediation  by  a 
third  party  are  both  political  processes  for 
the  purpose  of  reaching  an  agreement  that  is 

'''As  reported  by  Kompas,  29  January  1993. 

'^o  deal  with  the  nitty-gritty  of  these  various  means 
of  Pacific  settlement  of  international  disputes  is  beyond 
the  scope  of  the  present  discussion.  For  such  a  purpose, 
see  for  instance,  F.S.  Northedge  and  M.D.  Donelan,  In- 
ternational Disputes:  The  Political  Aspects  (London: 
Europe  Publications,  1971). 


essentially  a  political  solution  of  dispute  in 
the  form  a  compromise.  But  arbitration  and 
adjudication  are  legal  processes  to  deal  with 
legal  tangles  of  a  dispute  on  which  left  their 
own  device  the  parties  involved  disagree  on 
their  interpretations. 

The  outcome  of  arbitration  and  adjudi- 
cation, on  the  other  hand,  is  not  an  agree- 
ment, but  a  legal  decision  binding  on  the 
parties  to  the  dispute.  While  a  political  com- 
promise may  not  make  either  party  happy,  at 
least  it  is  likely  that  both  parties  are  either 
equally  happy  or  equally  unhappy.  This  may 
not  hamper  the  continued  promotion  of 
friendly  relations  between  the  two  countries 
involved. 

By  contrast,  at  least  in  the  experience  of 
some  countries,  while  one  party  to  a  dispute 
is  happy,  it  is  certain  that  the  other  party  is 
unhappy  with  the  decision  of  the  Court.  And 
this  has  proved  to  be  a  hindrance  to  the  con- 
tinuation of  friendly  relations.  One  such  a 
case  was  the  Court  decision  on  the  dispute 
between  Cambodia  and  Thailand  over  the 
ancient  temple  Kao  Prah  Viharn  in  favour  of 
Cambodia  in  1962.^^ 

Apart  from  established  institutions  or 
mechanisms  for  the  Pacific  settlement  of  in- 
ternational disputes,  however,  interesting 
developments  have  taken  place  regarding  the 
Sabah  claim,  which  may  well  point  to  a 
direction  in  which  it  may  finally  find  its  solu- 
tion of  a  political  nature.  In  1977,  during  the 
second  ASEAN  summit  meeting  in  Kuala 
Lumpur,  President  Marcos  declared  that  the 
Philippines  would  drop  the  Sabah  claim  for 
the  sake  of  ASEAN  solidarity. 

However,  for  years  no  concrete  steps 
were  taken  by  the  Philippine  government  as 
a  follow-up  to  that  declaration,  which  under- 

"Gordon,  "Dimensions  of  Conflict",  64-65. 
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standably  disappointed  Malaysia.  A  decade 
later,  President  Cory  Aquino  submitted  a 
bill  to  the  Philippine  Senate  on  the  renuncia- 
tion of  the  claim  to  Sabah,  in  order  to  im- 
prove relations  with  Malaysia  and  to  help  the 
success  of  the  coming  third  ASEAN  summit 
meeting  to  be  held  in  Manila.^^  Unfortunate- 
ly, though,  at  least  for  Malaysia,  the  bill  did 
not  get  through  in  the  Senate.  A  vast  majori- 
ty of  its  members  opposed  the  bill. 

Despite  his  visit  to  Kuala  Lumpur,  Pre- 
siden  Fidel  Ramos  did  not  make  a  declara- 
tion abandoning  the  Sabah  claim,  nor  sub- 
mit a  bill  to  the  Senate  to  that  effect.  But  his 
moderate  approach  to  the  issue  was  not 
without  pressure  from  his  home  base.  In 
fact,  prior  to  his  visit,  his  Foreign  Minister, 
Roberto  Romulo,  had  made  a  statement  that 
the  Philippine  government  would  not  ac- 
tively pursue  the  Sabah  claim,  which  had 
strained  relations  between  Manila  and  Kuala 
Lumpur  for  three  decades. 

In  response  to  that  statement,  thirty-two 
members  of  Parliament  led  by  its  Speaker, 
Jose  de  Venecia,  in  a  resolution  submitted  to 
ParUament  urged  President  Fidel  Ramos  to 
be  firm  in  his  efforts  to  realise  a  recognition 
of  the  Philippine  territorial  right  over  Sabah. 
The  resolution  also  proposed  the  establish- 
ment of  a  joint  legislative  and  executive  com- 
mission to  formulate  a  final  position  of  the 
Philippines  on  recognition  of  its  right  to 
Sabah,  including  various  means  of  realising 
the  claim  as  well  as  the  place  and  time-table 
of  its  realisation.  It  is  apparently  in  that  light 
that  during  his  subsequent  visit  to  Kuala 
Lumpur  in  September  1992,  the  Foreign 
Minister  said  to  Malaysian  officials  that  the 
Ramos  government  would  not  seek  for  the 


'    ^^SMarfl^aryfl,  20  November  1987. 
^^Suara  Karya,  lit  November  1987. 


realisation  of  the  claim  to  Sabah,  but  it 
would  not  drop  the  claim  without  the  ap- 

22 

proval  of  the  Congress. 

Some  lessons  may  be  learned  from  those 
developments.  In  contrast  with  the  Con- 
gress, the  three  successive  governments  of 
the  Philippines  after  President  Macapagal 
do  not  seem  to  have  been  fully  supportive 
for  the  Sabah  claim  nor  enthusiastic  about 
it.  As  referred  to  earlier.  President  Marcos 
declared  his  intention  to  drop  the  claim.  Pre- 
sident Cory  Aquino  at  least  tried  to  do  that, 
if  without  success.  And  President  Ramos 
seems  to  play  it  down.  The  Philippine  claim, 
in  other  words,  does  not  seem  to  enjoy  wide, 
let  alone  full  national  support.  This  is  in 
stark  contrast,  for  instance,  with  Indonesia's 
successful  claim  to  West  Irian  ^now  Irian 
Jaya)  in  the  past. 

The  phenomenon  may  well  imply  that 
given  time,  the  final  resolution  of  the  Sabah 
claim  may  eventually  take  the  form  of  its 
future  abandonment  by  the  Philippines  with 
the  attendant  step  to  rescind  any  legislation 
that  provides  for  the  legal  or  constitutional 
basis  for  the  inclusion  of  Sabah  as  a  territory 
under  its  sovereignty.  The  decision  may  be 
taken  unilaterally  by  the  Philippines  with  or 
without  some  kind  of  a  reciprocal  gesture  of 
goodwill  on  the  part  of  Malaysia.  After  all, 
the  Philippine  people  do  not  seem  to  be 
united  in  support  of  the  claim. 

What  seems  to  be  required  is  the  right 
conditioning  of  the  Philippine  people,  who 
most  probably  are  not  well-acquainted  with 
the  whole  issue,  its  meaning  and  signifi- 
cance, and  the  full  extent  of  its  implications, 
for  their  own  country  or  for  the  region  of 
Southeast  Asia.  Probably  not  being  well- 
informed,  they  do  not  seem  to  share  the 

'^'^Suara  Karya,  20  November  1992. 
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same  perception  on  the  matter.  This  lacic  of 
common  perception  has  been  represented  by 
the  difference  in  attitude  towards  the  Sabah 
claim  between  the  executive  and  legislative 
branch  of  the  Philippine  government,  as  well 
as  among  members  of  the  Philippine  Con- 
gress themselves,  whatever  their  true 
motives. 

It  must  be  noted  that  despite  the  almost 
one  century-old  history  of  the  North  Borneo 
case,  only  a  few  months  prior  to  the  an- 
nouncement of  the  claim  by  President  Maca- 
pagal  in  1962,  did  a  series  of  articles  appear 
in  the  Philippine  Free  Press  entitled  "North 
Borneo  is  ours!"  and  written  by  Napoleon 
Rama.  This  created  the  impression  that  the 
series  of  articles  may  have  prompted  the  of- 
ficial claim  by  President  Macapagal.  Under- 
standably, that  sequence  of  events  should 
serve  to  arouse  doubts  as  to  his  motives. 

The  process  towards  eventual  abandori- 
ment  of  the  Sabah  claim  by  the  Philippines 
may  well  take  a  very  long  time,  taking  into 
consideration  the  political,  emotional  and 
psychological  connotations  that  the  Sabah 
claim  may  possibly  have  created  in  the  minds 
of  the  Philippine  people,  before  they  can  be 
expected  to  support  a  policy  to  abandon  the 
claim.  There  needs  to  be  patience  and  under- 
standing on  the  part  of  the  international 
community,  particularly  in  Southeast  Asia, 
and  still  more  particularly  on  the  part  of 
Malaysia. 

Such  a  resolution  of  international 
dispute,  when  and  if  it  materialises,  may  be 
unique.  But  whatever  one  likes  to  call  it,  it  is 
surely  a  peaceful  one,  perhaps  the  best  that 
could  ever  be  expected,  for  ASEAN,  and  for 
Southeast  Asia  as  a  whole.  In  the  meantime, 
by  no  means  to  suggest  an  ostrich-like  ap- 

^'Oordon,  Dimensions  of  Conflict,  I7ff. 


proach,  let  ASEAN  continue  to  serve  as  a 
carpet,  a  thick  one  at  that,  at  least  as  far  as 
intra-ASEAN  territorial  disputes  are  con- 
cerned. 

Concluding  Remarks 

One  should  not  underestimate  such  a  suc- 
cessful function  of  ASEAN  regional  coop- 
eration thus  far.  The  association  was  estab- 
lished precisely  against  the  background  of  a 
serious  conflict,  particularly  Indonesia's 
confrontation  against  Malaysia.  Many  peo- 
ple in  this  region  can  still  remember  vividly 
the  dispatch  of  Indonesia's  so-called  "volun- 
teers" to  Malaysia  during  that  confrontation 
and  laugh  it  off  as  a  bad  joke.  But  it  must 
surely  have  left  a  traumatic  bruise  in  the 
minds  of  many  among  Indonesia's  neigh- 
bours that  would  last  a  long  time  to  come, 
perhaps  for  a  few  more  generations. 

It  is  difficult  to  imagine,  what  might  have 
happened  to  those  boundary  or  territorial 
disputes  without  ASEAN  regional  coopera- 
tion. A  policy  of  confrontation  may  repeat 
itself. 

The  challenge  ahead  for  the  ASEAN 
countries  would  thus  be  to  continue  to 
strengthen  ASEAN  regionalism,  so  that  all 
its  member  states  will  have  such  an  increas- 
ingly great  stake  in  it  that  none  of  them 
would  even  think  of  resorting  to  the  use  or 
threat  of  force  to  settle  their  differences  or 
disputes  with  one  another  without  the  risk  of 
ultimately  inflicting  serious  damages  to  their 
own  national  interests.  ASEAN  will  (hen  be 
truly  heading  towards  the  establishment  of  a 
regional  security  community,  characterised 
by  lasting  commitment  to  the  renunciation 
of  force  and  the  institutionalisation  of 
Pacific  settlement  of  disputes  among  its 
member  states. 


International  Joint- Ventures  in  Asia: 
A  Host  Country  Perspective* 

T.  Pawitra 


ONE  of  the  most  remarkable  develop- 
ments on  the  international  business 
arena  in  the  past  decades  has  been 
the  emergence  of  high-performing  Asian 
economies  as  industrial  powers.  If  the  pic- 
ture is  magnified  to  include  also  the  Pacific 
Rim,  then  we  could  ascertain  recently  by 
Korea,  Taiwan,  Singapore  and  Hong  Kong 
as   the   newly    industrialising  countries 
(NICs).  The  NICs  are  not  the  only  potential 
super  stars  in  the  realm  of  the  Asia-Pacific 
Rim.  Other  countries  in  the  region  that  have 
made  spectacular  progress  include  Thailand, 
Malaysia,    Indonesia   and   the  People's 
Republic  of  China.  The  region  also  has  its 
share  of  less-developed  countries,  such  as 
North-Korea,   Vietnam,    Cambodia,  and 
Laos.  Growth  rates  for  the  region  have  been 
consistently  higher  than  in  most  other  parts 
of  the  world  such  as  Latin-America  and 
other  developed  countries.  It  is  projected 
that  between  1989-1993  the  economies  of  the 

♦The  summary  of  this  article  had  been  presented  at 
the  16th  Heads  of  Asia/Pacific  Operations  (HAPO) 
Roundtable,  the  Economist  Conferences,  Penang  Mu- 
tiara,  Malaysia,  7-10  November  1993. 


region  will  grow  at  an  annual  rate  of  6  per 
cent  as  compared  to  3.5  per  cent  annually  for 
growth  in  industrialised  countries. 

The  increasing  economic  importance  of 
the  region  is  reflected  not  only  in  the  pat- 
terns of  international  trade  but  also  in  the 
flows  of  foreign  direct  investment.  Most 
host  countries  in  Asia  recognise  that  foreign 
direct  investment  in  the  form  of  joint- 
ventures  is  the  most  viable  vehicle  to  en- 
courage capital  inflows  from  abroad  which 
are  needed  to  spur  the  growth  of  their  eco- 
nomies. From  micro  perspective,  the  motive 
behind  this  rationale  is  to  secure  monitonng 
and  control  leverage  over  foreign  companies 
through  its  local  partners  and  to  promote 
domestic  industrial  capabilities  by  associa- 
ting local  companies  with  international  cor- 
porations. In  the  light  of  this  consideration, 
most  foreign  investment  projects  must  be 
established  as  joint-ventures  between  foreign 
and  Asian  partners. 

In  this  article  we  will  discuss  interna- 
tional joint-ventures  as  an  extensive  legal 
and  organisational  format  of  foreign  direct 
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investment  in  Asia.  We  will  attempt  to  ex- 
amine the  major  managerial  problems  that 
arise  in  assuring  the  long-term  maintenance 
of  the  joint-venture  relationship.  If  these 
issues  could  be  resolved  proactively,  it  would 
enhance  the  chance  of  success  of  these  inter- 
national ventures. 

The  Key  Issues 

A  joint-venture  can  be  defined  as  the  par- 
ticipation of  two  or  more  companies  jointly 
in  an  enterprise  in  which  each  party  contri- 
butes assets,  owns  the  entity  to  some  degree, 
and  shares  risk.'  It  is  a  strategic  option  for 
foreign  corporations  since  joint-ventures 
open  paths  for  expanded  market  participa- 
tion. In  contrast,  most  Asian  countries  re- 
gard joint-ventures  as  a  neccessity  to  acquire 
capital,  managerial  and  technological  know- 
how,  and  marketing  and  financial  expertises. 
This  will  accelerate  the  industrialisation  pro- 
cess and  enhance  their  international  compe- 
titiveness. Previous  discussions  on  the  issue 
of  joint-ventures  have  tended  to  focus  on  the 
initial  stage  of  entry  of  foreign  corporations 
into  Asian  countries.  Consequently,  atten- 
tion has  centred  on  decisions,  such  as  the 
choice  of  foreign  companies  to  collaborate 
with,  legal  issues,  equity  shares,  and  tax  mat- 
ters. This  perspective  of  a  novice  is  appro- 
priate when  many  Asian  corporations  had 
only  limited  experience  in  this  kind  of  part- 
nership. Today,  however,  many  countries  in 
Asia  have  established  joint-ventures  during  a 
protracted  period.  At  this  point,  the  opera- 
tional and  strategic  issues  they  face  are  more 
complex  than  those  encountered  during  the 
initial  stage  of  entry. 

'Kathryn  Rudie  Harrigan,  "Joint  Ventures  and 
Global  Strategies",  Columbia  Journal  of  World 
Business  19  (Summer  1984):  7-16. 


The  first  issue  relates,  in  general,  to  lack 
of  communication  after  the  formation  of  the 
joint-venture  due  to  inadequate  understan- 
ding of  the  objectives,  attitudes,  and  beliefs 
of  foreign  partners  vis-^-vis  their  counter 
parts  in  Asia  and  vice  versa.  Good  relation- 
ships crumble  when  communication  fails, 
and  the  ease  of  communication  depends 
largely  on  the  creation  of  a  new  culture  as 
the  common  denominator  of  the  operation 
of  the  venture.  Ohmae  emphasises  the  im- 
portance of  communication  and  warns  that 
lack  of  communication  can  destroy  even  the 
most  symbiotic  corporate  relationships. 

The  second  issue  is  connected  with  the 
fact  that  joint-ventures  in  Asia  are  executed 
based  on  unbalanced  partnerships.  Most 
Asian  companies,  if  not  all,  are  weaker  com- 
panies compared  to  their  foreign  partners  in 
terms  of  management  resources,  technology, 
and  the  capital  to  invest.  The  problem  is  ag- 
gravated by  the  common  practice  that  strong 
companies  seek  smaller  or  weaker  companies 
to  partner  with  in  order  to  control  the  ven- 
ture. Weaker  companies  often  seek  a  strong 
partner  to  get  them  out  of  trouble  or  to  build 
their  skill. ^  If  the  strong  foreign  companies 
fail  to  compensate  for  its  weak  Asian  part- 
ner's shortcomings,  then  the  venture  falls 
short  of  expectations  and  its  operation  is 
either  interrupted  or  dissolved  or  ended  with 
an  acquisition  by  one  of  the  partners. 

The  third  issue  with  joint-venture  in  Asia 
is  that  foreign  partners  as  parents  behave  as 
the  more  powerful  party  in  the  partnership. 

^Kenichi  Ohmae,  "Designing  Alliances  that  Work", 
in  Joel  Bleeke  &  David  Ernst,  "The  Way  to  Win  in 
Cross-Border  Alliances",  McKinsey  Quarterly,  no. 
1  (1992):  113-133. 

'jocl  Bleeke  &  David  Ernst,  "The  Way  to  Win  in 
Cross-Border  Alliances,"  McKinsey  Quarterly,  no. 
1  (1992):  113. 
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This  belief  elucidates  that  management  sys- 
tems, procedures,  practices,  style  and  ex- 
periences of  parent  companies  are  superior. 
Additionally,  foreign  nationals  are  regarded 
as  being  more  skillful,  capable,  trustworthy 
and  reliable.  It  goes  so  far  that  foreign  part- 
ners insist  to  acquire  the  necessary  equip- 
ment and  materials  for  production  from 
their  respective  countries.  Such  ethnocentric 
management  attitude,  however,  immediately 
poisons  the  relationship. 

Lastly  is  the  issue  of  environmental  con- 
straints in  the  Asian  business  world  which 
comprises  among  others  the  multifarious 
government  regulations  and  legislations  on 
foreign  investment,  and  the  availability,  of 
physical  and  non-physical  business  infra- 
structure which  are  critical  to  the  survival 
and  growth  of  the  joint-ventures. 

The  Dynamics  of  Joint- Ventures 

As  a  prerequisite  for  making  strategic 
decisions  pertaining  to  international  joint- 
venture,  it  is  imperative  to  gain  an  under- 
standing of  the  dynamics  of  the  operation  of 
such  a  partnership.  There  are  at  least  two 
major  players  in  any  joint-venture,  i.e.  the 
foreign  company  as  the  investing  party  and 
the  firm  in  the  host  country  as  the  party  re- 
ceiving the  investments.  The  differing  views 
of  these  two  players  is  a  function  of  their 
various  objectives  and  attitudes  relative  to 
the  joint-venture  process.  The  process  itself 
is  governed  by  two  basic  factors,  each  with 
different  elements:  domestic  and  foreign 
triggers.  Domestic  triggers  include  the  host 
country  company's  objectives  such  as  capital 
requirement,    technological  know-how, 
managerial  and  marketing  expertise,  access 
to  foreign  market,  proprietary  right,  licence, 
etc. 
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The  foreign  triggers  consist  of  objectives 
and  expectations  of  foreign  companies  such 
as  a  speedy  market  penetration  and  expan- 
sion, to  share  fixed  costs  and  resources,  tap- 
ping local  capital,  access  to  local  supplier 
and  material,  minimise  risk  of  long-term  in- 
vestment capital,  government  related  rea- 
sons, gaining  poUtical  influence  through 
local  partners,  etc.  If  foreign  and  domestic 
triggers  are  continuously  matched  on  the 
basis  of  mutual  trust  and  commitment,  the 
joint-venture  operation  will  flourish.  How- 
ever, if  either  or  both  partners  insist  on 
voting  on  critical  matters  related  to  the 
domestic  and  foreign  triggers,  the  venture 
has  already  failed.  In  practice,  the  gap  be- 
tween domestic  and  foreign  triggers  is  re- 
flected in  disagreements  pertaining  to  the 
whole  range  of  business  decisions  such  as 
percentage  of  shareholdings  after  a  certain 
period  of  operation,  profit  utilisation,  mag- 
nitude of  dividend  pay-out,  strategy,  mar- 
keting policies,  accounting  and  control,  per- 
sonnel, research  and  development,  financing 
of  operation,  loans,  conflict  of  interest,  dis- 
closure of  sensitive  information,  seat  in  the 
board  of  management,  etc. 

Conflicts  often  occur  because  the  in- 
vesting firm  and  their  host  countries  have 
different  expectations.  It  demands  under- 
standing from  both  sides  in  order  that  it  can 
be  resolved.  The  same  is  valid  when  joint- 
ventures  are  estabUshed  among  Asian  coun- 
tries themselves,  for  instance  between  Indo- 
nesia and  Japan.  Domestic  triggers  are 
embedded    within   the   Asian  pluralistic 
culture  whilst  foreign  triggers  originate  from 
Western  countries  or  other  Asian  countries 
as  the  counterpart. 

A  durable  relationship  that  can  grow  de- 
pends heavily  on  the  environmental  con- 
straints which  facilitate  or  impede  the  part- 
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nership.  Strategy,  values,  and  beliefs  as  com- 
ponents of  the  triggers,  might  all  match  up 
perfectly  but  the  partnership  still  does  not 
run  smoothly  because  of  non-compliance 
with  the  prevailing  foreign  investment  re- 
gulations in  the  respective  Asian  country. 
Host  countries  in  Asia  are  mostly  committed 
to  achieve  the  following  objectives:  eco- 
nomic growth,  government  export  promo- 
tions programmes,  access  to  technology,  en- 
largement of  employment,  strengthening  in- 
ternational competitiveness,  and  rapid  in- 
dustriahsation.  To  this  end,  many  host  gov- 
ernments in  Asia  impose  various  types  of 
controls  on  the  activities  of  foreign  corpora- 
tions. The  following  measures  are  the  most 
commonly  practised  control  mechanism: 

1 .  Limits  on  the  repatriation  of  profits,  divi- 
dends, royalties,  technical  know-how 
fees,  and  other  such  revenues. 

2.  Regulations  that  reduce  the  ability  of  for- 
eign corporations  in  the  practice  of 
transfer  pricing. 

3.  Price  controls  for  goods  sold  by  foreign 
companies. 

4.  Levels  of  ownership,  which  means  the  re- 
striction of  foreign  ownership  to  a  certain 
percentage  and  divestment  obligation  of 
foreign  companies  after  certain  period  of 
operation. 

5.  Restriction  of  personnel  such  as  limiting 
the  number  of  expatriates  that  a  joint- 
venture  can  bring  to  its  operations,  re- 
quirements of  local  nationals  in  the  man- 
agement, stringent  approval  procedure 
for  the  issuance  of  working  permits,  and 
higher  tax  rates  for  expatriates. 

6.  Restrictions  on  the  amount  of  imports 
used  for  manufacturing  products  locally. 
It  is  quite  often  that  foreign  companies 
are  obliged  to  fulfil  certain  percentage  of 
local  contents  of  their  products. 


7.  Discrimination  in  allocating  government 
business  in  which  government  purchases 
usually  are  made  from  domestic  com- 
panies instead  of  foreign  ones. 

8.  Labour  controls  which  stipulate  that 
labour  for  the  joint-venture  company  can 
only  be  recruited  through  government 
urgency.  This  enables  the  government  to 
influence  the  production  of  the  company 
by  controlling  the  supply  of  labour,  in- 
cluding the  fixation  of  wage  rates  of  local 
employees,  health  insurance,  severance 
pay,  and  other  allowances. 

9.  Magnitude  of  investments  can  also  be  re- 
gulated by  the  governments  such  as  mini- 
mum amounts  of  investments. 

Joint-ventures  have  to  synchronise  con- 
tinuously to  the  changing  domestic,  and  for- 
eign triggers,  which  are  in  turn  adjusted  to 
the  operating  environment.  This  implies  that 
joint-ventures  in  Asia  are  constantly  in  a 
state  of  flux  in  their  pursuit  of  success.  The 
result  of  a  study  shows  that  seven  out  of  ten 
joint-ventures  have  been  found  to  fall  short 
of  expectations  and/or  are  disbanded.'* 
Another  study  made  by  Bleeke  &  Ernst 
shows  that  from  49  cross-border  alliances 
51  per  cent  were  successful  for  both  part- 
ners and  only  33  per  cent  resulted  in  failure 
for  both.^  Two-thirds  of  cross-border 
alliances  run  into  managerial  or  financial 
trouble  within  the  first  two  years  but 
many  overcome  their  problems.  This  sig- 
nifies that  legal  and  management  structure 
of  joint-ventures  are  subject  to  change 
during  its  lifetime  to  adapt  to  different  en- 

''Skelly  Yankelovich  &  White,  Inc.,  Collaborative 
Ventures:  A  Pragmatic  Approach  to  Business  Expan- 
sion in  (he  Eighties  (New  York:  Coopers  and  Lybrand, 
1984). 

'Bleeke  and  Ernst,  "The  Way  to  Win  in  Cross- 
Border  Alliances."  113. 
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vironmental  imperatives  and/or  triggers.  It 
also  explains  the  growth  and  aging  of  joint- 
ventures. 

The  key  to  a  joint-venture  is  the  long- 
term  sharing  of  common  business  objectives 
which  makes  the  arrangement  more  than  a 
customer-vendor  relationship  but  less  than 
an  acquisition.  Considering  the  joint-venture 
process  from  domestic  and  foreign  triggers 
which  represent  differing  viewpoints,  it  is 
helpful  in  understanding  the  causes  why  con- 
flict arises  from  the  cultural  angle. 

Clash  of  Cultures 

Asian  governments  put  pressures  on  for- . 
eign  companies  either  to  form  and  accept 
joint-ventures  or  to  forego  participation  in 
the  regional  market.  It  is  inevitable  that  ex- 
ecutives of  both  sides  will  encounter  a  diver- 
sity of  cultures,  in  addition  to  different  eco- 
nomic systems,  labour  policies,  legal  struc- 
ture and  government  regulations.  Because  of 
this  diversity,  the  formation  of  a  joint- 
venture  represents  in  itself  a  potential  clash 
of  cultures.  One  single  management  style, 
while  wholly  appropriate  and  effective  ih 
one  particular  environment,  may  no  longer 
be  effective  in  another  environment.  There- 
fore, it  applies  to  Asian  and  Western  execu- 
tives ahke  to  be  responsive  to  this  by  tailor- 
ing management  styles  to  meet  specific  situa- 
tions. Executives  must  be  aware  of  the  types 
of  management  system  and  attitudes  that 
may  be  successfully  transferred  cross- 
culturally  and  internationally,  and  the  types 
that  may  not  be,  by  understanding  the 
cultural  dimensions  and  the  related  environ- 
ments in  which  they  are  operating. 

From  years  of  experiences  and  observa- 
tions, it  is  possible  to  illustrate  the  under- 


pinnings of  conflicts  from  cultural  dimen- 
sions between  Asian  and  foreign  corpora- 
tions. For  this  purpose  a  dichotomy  is  ex- 
amined, of  two  extreme  positions.  At  one  ex- 
treme, the  partnership  is  considered  from  the 
viewpoint  of  the  Asian  companies  which 
focus  on  their  expectations  of  the  joint- 
venture.  At  the  other  extreme,  the  partner- 
ship is  considered  from  the  viewpoint  of  the 
foreign  corporations  which  emphasise  on  the 
benefits  of  the  joint-ventures.  The  different 
perspectives  that  Asian  and  foreign  execu- 
tives might  have  to  the  same  joint-venture 
situation  can  be  explained  briefly. 

Perspective  of  Asian  Executives 

•  Foreign  partners  overemphasised  on 
ownership  and  control  issues.  This  business 
philosophy  equates  51  per  cent  with  100  per 
cent  and  49  per  cent  with  0  per  cent.  As  a 
consequence,  foreign  companies  want  51  per 
cent  because  it  ensures  majority  position  and 
control  over  investment  decisions,  person- 
nel, product  decisions,  financing,  and  return 
on  investment  including  dividends.  They  ex- 
ercise coercive  as  well  as  non-coercive  power 
towards  their  partners.  The  head  office  is  the 
real  centre  of  power. 

•  Management  style  of  Western  executives 
assumes  that  workers  are  unwilling  to  work 
and  management  must  persuade  them  to  per- 
form their  obligations.  Orientation  of  the  ex- 
ecutives i§  generally  toward  short-term  pro- 
fit, and  lay-offs  are  common  to  improve  the 
bottom  line  for  a  particular  accounting 
period.  The  decision-making  is  authoritarian 
and  lower  level  employees  do  not  participate 
in  the  process  except  to  the  extent  of  supply- 
ing information  required  by  the  top  manage- 
ment. Japanese  corporations  assume  that 
workers  are  loyal  and  devoted  they  are 
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treated  as  valuable  of  the  company  and  are 
invited  not  only  to  run  their  own  jobs  but 
also  to  contribute  to  the  overall  decision- 
making process  within  the  company. 

•  Foreign  partners  provide  capital,  tech- 
nology and  skills,  but  we  do  not  want  to  be 
dependent  on  them  for  the  growth  of  the 
company  in  the  long-run.  Foreign  partners 
are  expected  to  withdraw  or  to  change  to 
another  local  partner. 

•  The  management  systems,  attitudes,  and 
approaches  that  foreign  executives  bring  are 
foreign  to  us  and  we  beUeve  that  they  are 
changing  our  cultural  values  and  practices. 

•  Regulations  and  legislations  are  designed 
to  protect  and  support  our  interest  and 
culture.  Since  foreign  corporations  are 
usually  enjoying  incentives  extended  by  the 
government,  our  business  interests  are  jeo- 
pardised. Foreign  corporatins  are  large  and 
powerful  which  means  they  are  the  senior 
partners  whilst  Asian  companies'  are  the 
junior  ones. 

•  Foreign  partners  are  not  concerned  about 
the  local  environment  and  therefore  they  ex- 
ploit us.  The  capital  foreign  partners  invest 
is  much  less  than  what  they  eventually  take 
out  as  profits  and  dividends. 

•  Foreign  partners  send  obsolete  technolo- 
gy that  does  not  increase  our  global  com- 
petitiveness. Sometimes  they  send  technolo- 
gy that  is  so  advanced  that  we  cannot  under- 
stand or  use  it  and  have  to  rely  on  foreign 
technicians, 

•  Foreign  companies  usually  choose 
wealthy  citizens,  renowned  politicians,  or 
other  citizens  who  have  access  to  the  centre 
of  power  of  a  country  as  partners.  This  align- 
ment with  the  elite  encourages  concentration 
of  wealth  and  disparity  in  the  distribution  of 
income  that  already  exists  in  the  country. 


•  Joint-ventures  discourage  domestic  in- 
vestment even  more  because  domestic  in- 
dustries cannot  compete.  Some  domestic  in-, 
vestors  choose  to  invest  abroad  instead  of  in- 
vesting locally. 

Perspectives  of  Foreign  Executives 

•  We  provide  capital,  technology,  and  skill 
to  the  joint-venture  and  the  growth  of  the 
company  cannot  be  achieved  without  our 
contributions.  Asian  companies  are  limited 
in  generating  funds  and  they  need  to  attract 
the  required  capital  from  abroad. 

•  Management  style  of  Asian  executives  is- 
not  business-Hke,  accomodative  and  too 
much  entangled  with  human  feelings.  The 
decision-making  process  is  based  on  consen- 
sus among  different  levels  within  the  organi- 
sation. 

•  We  assist  Asian  companies  to  access; 
modern  technology  that  they  need  to  func- 
tion in  the  modern  world.  Their  ability  to  de- 
velop technology  locally  is  limited  because  of 
lack  of  finances  and  skills.  Therefore,  their 
best  option  is  to  cooperate  with  foreign  com- 
panies. In  a  world  of  imperfect  options, 
joint-ventures  are  often  the  fastest,  least 
risky,  and  most  profitable  way  to  go  global. 

•  Asian  companies  do  not  have  the  needed, 
expertise  and  skills  to  allow  their  industries 
to  grow  at  the  desired  rate.  We  provide 
managerial  skills,  business  know-how,  and 
technical  expertise  to  the  partnership,  and 
train  domestic  manpower  in  all  these  areas. 

•  We  provide  access  to  foreign  markets 
which  are  essentially  close  to  them.  Without 
our  help,  the  domestic  companies  will  not  be 
able  to  penetrate  these  markets  because  they 
are  inexperienced,  their  size  is  too  small  in 
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terms  of  economies  of  scale,  and  those  mar- 
kets are  controlled  by  us. 

•  We  contribute  to  the  ability  of  Asian 
companies  to  increase  employment  for  locals 
and  contribute  positively  to  the  Asian  coun- 
tries' trade  balance  because  we  export  our 
products  and  we  produce  products  domesti- 
cally that  would  otherwise  have  to  be  im- 
ported. 

•  We  provide  foreign  exchange,  pay  im- 
port duties,  and  taxes  which  contribute  to 
export  earnings  and  government  revenues. 
The  differing  perspectives  presented  lead  to 
the  key  issues,  i.e.  lack  of  communication, 
unbalanced  partnership,  ethnocentric  at- 
titude of  foreign  partners  and  environmental 
constraints. 

•  Both  Asian  and  foreign  companies  can 
improve  the  operation  of  the  joint-venture 
by  understanding  the  objectives  and  at- 
titudes of  those  with  whom  they  are  nego- 
tiating and  cooperating.  It  is  important  to 
realise  that  these  differing  perspectives  can 
exist.  It  would  be  far  easier  to  reach  a 
durable  relationship  that  can  grow  if  one 
understands  the  other  side's  perspective  as 
well  as  one's  own.  Communication  is  the 
most  important  element  in  establishing  a 
good  understanding  of  the  relationship. 

Recommendations 

Since  joint-ventures  are  laden  with  in- 
herent conflicts,  it  is  imperative  that  such 
partnership  should  not  only  be  structured  to 
minimise  these  conflicts  but  also  be  prepared 
to  restructure  it  in  order  to  meet  the  require- 
ments of  change.  To  maximise  the  chance  of 


success,  prospective  Asian  companies  should 
observe  the  following: 

When  forming  a  joint-venture,  it  is  im- 
portant to  find  the  right  foreign  partner.  A 
partner  who  you  respect  and  trust,  and  who 
has  mutual  expectations  of  the  venture. 
Common  objectives  is  a  prerequisite  and 
each  partner  should  bring  complementation 
and  relevant  benefits  to  the  collaboration. 

In  the  formal  joint-venture  agreement, 
extensive  provisions  must  be  made  for  con- 
tingencies. A  joint- venture  agreement  should 
contain  the  following  elements:  (a)  a  clear 
definition  of  the  venture  and  duration;  (b) 
ownership,  control,  and  management;  (c) 
financial  structure  and  poHcies;  (d)  taxation 
and  fiscal,  obligation;  (e)  employment  and 
training;  (f)  production;  (g)  government 
assistance;  (h)  transfer  of  technology;  (i) 
marketing  arrangement;  (j)  environment 
protection;  (k)  record  keeping  and  inspec- 
tion.^ 

Foreign  executives  have  to  be  familiar 
with  local  cultures  and  beliefs  in  order  that 
they  can  act  or  respond  identically  to  the 
local  partner's  expectation.  It  will  take  up 
management  time,  but  the  effort  finally  will 
pay  off.  Communication  and  personal  con- 
tact which  are  vital  for  the  venture  should  be 
intensified.  In  fact,  there  is  no  first  hand 
substitution  for  personal  contact. 

The  joint-ventures  operate  in  a  dynamic 
environment,  the  partnership  therefore 
should  be  exposed  to  changes  so  that  the 
venture  can  grow  and  flourish. 


^United  Nations,  Guidelines  for  Foreign  Direct  In- 
vestment (New  York:  United  Nations,  1975),  65-76. 


The  Post-Cold  War 
Political-Security  Landscape 
of  the  Asia  Pacific  Region* 

■A.  Hasnan  Habib 


THE  implosion  of  the  Soviet  empire, 
just  over  one  year  ago,  has  changed 
the  global  landscape.  It  has  shattered 
the  bipolar  power  structure  of  the  Cold  War 
and  with  it,  terminated  the  East-West  con- 
flict and  its  global  corollaries:  ideological 
antagonism,  bloc  politics,  military  confron- 
tation, and  competition  for  spheres  of  in- 
fluence. The  confrontation  nature  of  Cold 
War-era  politics  has  given  way  to  a  new 
period  defined  not  just  by  detente  among 
former  adversaries  but  also  by  the  promise 
of  global  cooperation  in  the  maintenance  of 
international  peace  and  security.  This  pro- 
cess is  pushed  by  the  unique  combination  of 
global  trends  that  have  occurred  in  the  last 
quarter  of  this  century:  economic  globalisa- 
tion and  interdependence,  economic  and 
political  integration  of  nations  even  regions, 
common  concern  about  global  environmen- 
tal degradation  and  depletion  of  natural 

♦Paper  presented  at  the  Second  Indonesia-Nether- 
lands Conference,  Yogyakarta,  18-19  May  1993.  This 
conference  was  organised  by  Netherlands  Institute  of 
International  Relations,  Clingendael  and  Centre  for 
Strategic  and  International  Studies,  Jakarta. 


resources,  the  spread  of  plural  democracy,, 
the  dechning  importance  of  military  power 
and  the  ascend  of  trade  and  economic  issues 
in  international  relations. 

For  the  first  time  since  its  creation,  the 
United  Nations  has  a  real  opportunity  to 
assume  the  role  of  the  only  multilateral 
framework  for  effective  cooperation  and 
democratic  dialogue  among  its  members  in 
deaUng  with  global  and  regional  issues  of 
common  concern.  The  successes  achieved  so 
far  testify  to  its  capacity  to  respond  to  the 
rising  demands  of  the  international  com- 
munity. Peace-making  and  peace-keeping 
activities  in  many  regions  have  gained  new 
dimensions,  variety  and  scope.  Demands  for 
a  greatly  enhanced  role  of  the  United  Na- 
tions in  the  maintenance  of  international  as 
well  as  regional  peace  and  security  are  now 
greater  than  at  any  time  in  the  past.  Yet, 
despite  the  promise  inherent  in  these  changes 
and  trends,  the  world  today  is  far  from  being 
a  peaceful,  stable,  just  and  secure  place. 

The  collapse  of  the  former  communist 
superpower    has    produced  Shockwaves 
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throughout  the  entire  globe  which  have  not 
yet  completely  subsided.  Before  describing 
their  impact  on  the  political-security  environ- 
ment in  the  Asia  Pacific  region,  this  paper 
will  first  make  a  general  assessment  of  the 
political-security  situation  in  Europe,  the 
"epicentre"' of  the  tremendous  geopolitical 
earthquake  caused  by  the  Soviet  implosion. 


New  Sources  of  Instability  in  Europe 

Dispersion  of  Military  Control  Throughout 
the  Former  Soviet  Union 

The  breakdown  of  the  former  Soviet 
Union  into  15  sovereign  republics  without  an 
agreement  which  provides  for  an  effective 
overall  control  of  the  formidable  military 
forces  of  the  erstwhile  communist  super- 
power, is  a  grave  source  of  threat  to  peace 
and  stability  in  Europe.  The  military  poten- 
tial, both  conventional  and  nuclear,  remain- 
ing in  the  former  Union  is  impressive;  after 
all  it  was  its  sole  superpower  attribute.  The 
dispersion  of  the  control  of  the  weapons  of 
the  former  Soviet  military  throughout  the  15 
republics,  given  the  continued  economic 
chaos,  political  turmoil,  and  ethnic  fighting 
which  have  occurred  in  the  wake  of  the  So- 
viet implosion,  creates  the  possibility  that 
these  weapons  can  be  turned  against  one 
another. 

Especially  worrisome  is  the  loss  of  the 
central  control  of  nuclear  weapons.  The  fate 
of  INF,  START- 1  and  START-2,  which  are 
bilateral  treaties  between  the  US  and  the 
former  Soviet  Union  (INF,  START- 1)  and 
between  the  US  and  Russia  (START-2),  is  in 
doubt.  While  tactical  nuclear  weapons  of  the 
former  Soviet  Union  have  been  transferred 
to  Russia  for  dismantling,  there  is  no  certain- 
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ty  with  regard  to  START-1  and  2.  Apart 
from  Russia,  three  former  Soviet  republics 
had  nuclear  weapons  on  their  territory,  i.e., 
Ukraine,  Byelorussia  and  Kazakhstan.  Of 
the  three  only  Kazakhstan  has  ratified 
START-1,  but  none  of  the  three  has  kept 
their  promise  to  give  up  any  nuclear  weapons 
not  covered  by  START  and  to  join  the 
Nuclear  Non-Proliferation  Treaty  (NPT)  as 
non-nuclear-weapon  states.^  Without 
START-1,  the  START-2  signed  in  Moscow 
cannot  go  ahead. 

Ukraine  which  is  the  largest  European 
nation  after  Russia  with  52  million  inhabi- 
tants, is  believed  to  still  have  176  ICBMs 
with  1,360  strategic  nuclear  warheads  on  its 
territory.  Blackjack  strategic  bombers,  and  a 
few  thousand  tactical  nuclear  warheads. 
That  is  more  than  is  presently  possessed  by 
Great  Britain,  France,  China,  and  Israel 
combined.^  Kazakhstan  is  known  to  have 
had  some  104  heavy  missiles  with  over  1,000 
strategic  warheads  on  its  territory.  Bear  stra- 
tegic bombers  and  a  substantial  number  of 
tactical  warheads.  This  makes  Kazakhstan 
the  largest  nuclear  power  in  Asia  apart  from 
Russia.^  Moreover,   both  Ukraine  and 
Kazakhstan  have  the  potential  (or  perhaps 
already  have  the  capability)  to  be  fully  in- 
dependent in  the  development  and  produc- 
tion of  nuclear  weapons  and  their  delivery 
means,  if  they  were  willing,  or  rather  had  the 
money  to  spend.  The  main  reason  of  their 
hanging  on  to  the  nuclear  missiles  is  their 
feelings  of  insecurity  as  neighbours  of  the 
Russian  giant.  Ukraine  contains  a  large  Rus- 

^ Economist,  9  January  1993,  16. 

^Sergei  Rogov,  "International  Security  and  the  Col- 
lapse of  the  Soviet  Union,"  Washington  Quarterly 
(Spring  1992):  19.  Economist.  9  January  1993,  44,  men- 
tions 1,656  strategic  warheads. 

^Ibid. 
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sian  minority  and  had  borders  that  were,  for 
the  most  part,  drawn  in  Russia's  favour  in 
the  wake  of  the  Stalin-Hitler  Pact  and  under 
Nikita  Kruschev's  rule  (the  annexation  of  the 
Crimea)."*  In  addition  to  that,  Hungary, 
Poland,  Romania,  and  Slovakia  all  have 
potential  claims  on  Ukraine. 

The  Resurgence  of  Ethnic  Nationalism 

The  resurgence  of  ethnic  nationalism 
notably  in  Central  and  Eastern  Europe  and 
in  the  Balkans,  is  another  effect  of  the  sud- 
den collapse  of  the  former  communist  super- 
power. This  phenomenon  has  characterised 
those  ex-communist  countries  where  na- 
tionalist sentiment  was  the  most  severely 
suppressed  or  repressed  under  communist 
rule,  not  only  by  their  own  national  regimes, 
but  often  also  by  external  or  neighbouring 
communist  powers.  Military  force  was  used 
by  the  USSR  in  East  Germany  in  1953,  in 
Hungary  in  1956,  and  in  Czechoslovakia  in 
1968.  Poland  was  threatened  with  military 
force  in  1981,  and  the  former  regime  itself 
imposed  martial  law.^ 

After  the  collapse  of  the  oppressive 
power  structures  in  Eastern  Europe,  a  score 
of  new  countries  has  appeared  out  of  the  old 
Soviet  Union,  many  attended  with  political 
violence,  territorial  conflicts  and  discrimina- 
tion against  Russian  and  other  minorities,  in 
Latvia,  Lithuania,  Moldova,  Georgia,  Ar- 
menia, Azerbajan,  Tajikistan,  even  within 


''Francois  Heisbourg,  "The  Future  of  the  Atlantic 
Alliance:  Whither  NATO,  Whether  NATO?",  Was- 
hington Quarterly  (Spring  1992):  127. 

'james  E.  Goodby,  "Peacekeeping  in  the  New 
Europe",  Washington  Quarterly  (Spring  1992):  153- 
154. 


Federal  Russia  itself.  Ethnic  and  territorial 
disputes  are  not  confined  to  the  former  So- 
viet territory,  they  simmer  throughout  the 
whole  Central  and  Eastern  Europe.  Czechos- 
lovakia has  broken  in  two.  Even  Hungary 
and  Slovakia  are  in  a  conflict  with  each  other 
over  the  largest  civil-engineering  project  in 
Europe,  a  dam  on  the  river  Danube.  If  the 
surge  of  ethnic  and  fanatic  nationalism  in 
the  region  aggravated  by  the  deteriorating 
socio-economic  condition  cannot  be  kept 
under  control,  large-scale  violence  and  civil 
wars  may  erupt  as  the  result  of  the  break- 
down of  law  and  order,  causing  massive 
migrations  to  the  more  fortunate  countries 
of  Western  Europe  in  search  for  security  and 
a  better  living. 

The  civil  war  in  the  former  Yugoslavia  is 
an  example  of  what  might  happen  to  other 
ex-communist  countries  if  fanatic  national- 
ism gets  out  of  control.  It  brought  about  the 
demise  of  Tito's  Yugoslavia  in  mid- 1 991 
followed  by  a  civil  war  in  which  ethnic  clean- 
sing, slaughter  and  other  atrocities  have 
been,  and  continue  to  be  committed,  which 
are  really  mind  boggling.  War  has  returned 
to  Europe  after  an  absence  of  more  than  45 
years!  Moreover  it  threatens  to  spill  over  to 
the  neighbouring  countries,  if  the  senseless 
killings  cannot  be  stopped  soon.  Over  two 
million  people  have  been  made  homeless, 
hundreds  of  thousands  have  fled  the  war- 
torn  country,  to  Hungary,  Austria,  Ger- 
many, even  to  more  distant  places  in  Scandi- 
navia, France  and  Britain.  Other  Balkan 
countries,  such  as  Albania,  Hungary,  Bulga- 
ria and  Greece,  could  feel  impelled  to  act;  if 
the  safety  of  minority  groups  in  Kosovo,  Vo- 
jvodina,  and  Macedonia  were  to  be  seriously 
endangered.  While  Yugoslavia  is  in  flames 
threatening  to  engulf  the  whole  Balkans,  the 
US  and  its  West  European  partners  cannot 


54 


THE  INDONESIAN  QUARTERLY,  XXII/1 


make  up  their  mind  as  to  how  to  put  out  the 
fire.  Instead  they  are  increasingly  absorbed 
with  debate  over  the  merits  and  demerits  of 
mihtary  intervention.  It  is  indeed  tragic  to 
see  the  European  Community's  total  inabili- 
ty to  restore  peace  in  its  own  region. 

Global  Changes  Affecting  (he  Poli- 
tical and  Security  Environment  of  the 
Asia  Pacific  Region 

1/  ■ .   -  . . 

Shifting  Relationships 

In  contrast  to  the  major  political-security 
problems    confronting    post-Cold  War 
Europe,  the  Asia  Pacific  region  is  relatively 
calm  and  stable,  with  the  economy  booming 
across  the  Pacific  rim  countries.  While  this 
vast  and  diverse  region  cannot  escape  the 
Shockwaves  created  by  the  tremendous  im- 
plosion of  the  Soviet  Union,  change  has  been 
far  more  slowly.  Communist  regimes  have 
withstood  the  force  of  the  impact  of  the 
Shockwaves  and  have  remained  in  place,  at 
least  for  now,  in  North  Korea,  China  and 
Vietnam.  The  United  States,  Russia  (re- 
placing the  demised  Soviet  Union),  Japan 
and  China,  remain  the  four  major  powers  as 
in  the  old  Cold  War  era,  but  freed  from  its 
strategic  paradigms  and  the  perils  of  East- 
West  confrontation.   They  are  still  the 
powers  whose  policies,  actions  or  non- 
actions continue  to  have  great  weight  with 
the  other  countries  of  the  region.  But  new 
powers  are  emerging,  to  mention  India,  the  4 
NICs  and  ASEAN  who  are  destined  to  play  a 
greater  role  in  the  future  dynamics  of  the 
Asia  Pacific. 

Indeed,  change  has  also  come  to  this  re- 
gion. On  the  positive  side,  the  following  can 
be  cited.  The  Russian  navy  has  withdrawn 


from  most  of  the  Pacific  and  its  base  in  Cam 
Ranh  Bay  is  all  but  closed.  The  United  States 
has  closed  its  military  base  in  the  Philip- 
pines, its  biggest  in  Asia.  A  peace  accord  has 
been  signed  in  Cambodia,  while  Beijing  and 
Hanoi  have  mended  their  relations.  Follow- 
ing in  Russia's  footsteps,  China  has  estab- 
lished diplomatic  relations  with  South  Ko- 
rea. Having  done  the  same  with  Vietnam  in 
late  December  1992,^  the  latter  country  now 
has  diplomatic  relations  with  all  of  its  erst- 
while enemies.  Russia  and  Taiwan  have 
entered  into  unofficial  relations  on  the  hnes 
of  the  model  used  by  Japan  and  the  United 
States  for  unofficial  representation  with 
Taiwan.  Both  countries  have  set  up  offices  in 
Taipei  and  Moscow  which  will  issue  visas 
and  enjoy  limited  diplomatic  privileges, 
despite  the  lack  of  formal  ties.  And  with  this 
agreement  the  more  than  four  decades  of 
broken  Moscow  -  Taipei  relations  were 
ended. ^  To  conclude  the  series  of  good  news, 
China  and  Taiwan  have  opened  a  new 
chapter  of  relations  which  promised  a 
marked  change  of  relations  after  more  than 
four  decades  of  enmity.  On  April  29th,  1993, 
the  two  countries  signed  four  agreements  in 
Singapore  on  the  establishment  of  a  formal 
channel  for  talks  between  the  two  old  adver- 
saries, on  the  directions  for  future  economic 
and  cultural  cooperation,  and  on  ways  to 
verify  each  other's  documents  and  registered 
mail  from  each  side.^ 

All  that  is  good  news,  however,  some 
contain  the  potential  for  trouble.  The  Cam- 
bodian peace  accord,  while  promising  the 
end  of  the  more  than  13-year  long  conflict 


Far  Eastern  Economic  Review,  1  January  1993,  12. 
^ Far  Eastern  Economic  Review,  17  September  1992, 

14. 

^Jakarta  Post  daily,  30  April  1993. 
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which  has  obstructed  the  estabhshment  of  a 
stable,  peaceful,  secure  and  prosperous 
Southeast  Asia,  its  implementation  is  far 
from  assured.  The  Khmer  Rouge,  the  strong- 
est faction  in  the  peace  equation,  has  opted 
out  of  and  has  even  begun  to  disrupt  the 
peace-process.  The  most  recent  China- 
Taiwan  high-level  talks  culminating  in  the 
signing  of  some  four  agreements  in  Singa- 
pore, were  held  against  a  backdrop  of  the 
growing  influence  of  Taiwan's  main  oppo- 
sition party,  the  Democratic  Progressive 
Party,  which  wants  the  island  to  declare  in- 
dependence and  abandon  the  idea  of  reunifi- 
cation. The  party  gained  a  record  high  vote 
of  31  per  cent  in  last  December's  general 
election  in  Taiwan,  while  the  Kuo  Min  Tang 
won  a  mere  53  per  cent.' 

The  closure  of  America's  military  base  in 
the  Philippines,  the  biggest  in  Asia,  and  the 
prospect  of  a  precipitous  withdrawal  of  the 
remainder  of  US  forces  from  the  region, 
have  a  disquieting  effect  on  most  of  the  re- 
gion's states.  They  would  like  to  see  the  US 
maintain  a  balancing  presence  in  the  region, 
lest  the  potentially  dangerous  vacuum, 
created  by  the  departure  of  its  military  is 
filled  by  the  remaining  big  powers,  including 
Japan,  China,  and  the  increasingly  assertive 
India.  In  that  kind  of  disquietness,  the  re- 
gion's "traditional"  sources  of  instability 
get  added  menace,  i.e.,  the  Korean  peninsula 
with  respect  to  denuclearisation,  reunifica- 
tion and  political  succession  in  the  North; 
the  reunification  of  Hong  Kong  and  Taiwan 
with  the  motherland  which  itself  is  in  a  diffi- 
cult period  ol'  domestic  political  develop- 
ments including  political  succession;  the 
unresolved  Russo-Japanese  dispute  over 
the  Northern  territories;  China's  recently 


'Ibid. 


adopted  law  reasserting  its  sovereignty  over 
the  Senkaku  Islands  and  their  adjacent 
waters  in  the  East  China  Sea  and  defining 
the  Spratlys  and  the  Paracels  in  the  South 
China  Sea  as  part  of  its  territorial  waters; 
the  uneasy  Indian-Chinese  border;  and  the 
troubled  South  Asian  region  characterised 
by  the  continuing  Indo-Pakistan  enmity. 

The  net-result  of  the  survey  of  the  Asia 
Pacific  is  that  this  vast  and  very  diverse  re- 
gion is  in  a  state  of  flux  and  considerable 
fluidity.  In  that  kind  of  situation,  where  the 
old  pillars  of  the  security  architecture  are 
eroding  while  a  new  architecture  is  yet  to 
emerge,  and  nothing  can  be  taken  for 
granted  not  even  the  "security  protection" 
of  one  or  the  other  former  superpower,  each 
country  is  forced  to  rely  on  his  own  to  meet 
any  security  contingency.  Military  capabili- 
ty, which  includes  military  preparedness  and 
the  ability  to  wage  sustained  warfare,  still 
has  its  value,  even  though  not  as  much  as  it 
was  before.  In  today's  global  geopolitical  en- 
vironment, outright  military  aggression  is  a 
rather  unlikely  threat  to  national  security. 
Non-military  threats,  such  as  economic  and 
technological  backwardness,  poverty,  social 
and  economic  inequity,  environmental  de- 
gradation, uncontrolled  population  grovv^h 
and  distribution,  may  pose  greater  threats  to 
the  security  of  nations  and  regions,  including 
the  developing  nations  in  the  Asia  Pacific 
region. 


'"The  Senkaku  group  of  islands  in  the  East  China 
Sea  are  disputed  by  Japan,  China  and  Taiwan;  these 
islands  were  placed  under  US  administration  after  the 
defeat  of  Japan  in  World  War  II,  but  were  returned  to 
Japanese  control  in  1971.  The  Paracel  group  is  claimed 
by  China,  Taiwan  and  Vietnam,  while  the  Spratlys  by 
China  and  Taiwan  and  also  in  part  by  Vietnam,  Brunei, 
Malaysia  and  the  Philippines. 
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Asia  Pacific  and  the  Question  of  Multilateral 
Security  Framework 

Discussing  political-security  issues  with 
the  purpose  of  improving  the  security  en- 
vironment in  Asia  Pacific  as  a  whole  is 
hindered  by  the  absence  of  a  multilateral 
"framework  and  mechanism.  There  are  no 
estabhshed  principles  on  which  the  security 
relations  in  Asia  Pacific  should  be  built  and 
what  mechanisms  or  forums  could  be  used 
for   conflict    reduction    and  confidence 
building.^'   Not  that  nobody  had  ever 
thought  of  establishing  it  in  the  first  place. 
In  fact  the  idea  for  a  regional  security  frame- 
work for  Asia  Pacific  was  broached  by  the 
Soviet  Union,  first  by  Leonid  Brezhnev  and 
then  again  by  Mikhail   Gorbachev  and 
Eduard  Shevernadze  on  various  occasions. 
All  of  these  suggestions,  while  widely  cov- 
ered and  commented  on  by  the  media,  never- 
theless were  rejected,  partly  because  of  the 
distrust  of  the  real  motives  behind  them,  but 
of  no  less  importance,  because  the  United 
States,  except  in  the  early  days  of  the  Cold 
War,  had  never  favoured  multilateralism  in 
the  security  area  for  Asia  Pacific,  and  the 
issue  died  down. 

The  termination  of  the  Cold  War  and  the 
global  changes  it  has  brought  about,  have 
revived  the  issue.  Many  discussions  have 
been  held  on  the  search  for  cooperative 
security  for  this  vast  and  diverse  region. 
Various  suggestions  have  been  made,  among 
other  things  to  start  the  process  of  a  Con- 
ference on  Security  and  Cooperation  in 


For  an  interesting  essay  on  this  subject,  see  Paul 
M.  Evans,  "Emerging  Patterns  in  Asia  Pacific  Security: 
The  Search  for  A  Regional  Framework,"  in  Jawhar 
Hassan  and  Rohana  Mahmood,  eds..  Towards  A  New 
Pacific  Order  (Kuala  Lumpur,  Malaysia:  ISIS  1991) 
51-58. 


Asia-Pacific  (CSCAP)  modeled  after  the 
allegedly  successful  CSC  in  Europe.  How- 
ever, CSCA  (or  CSCAP)  is  deemed  not 
applicable  to  the  Asia  Pacific  context  with  its 
very  diverse,  complex  and  unique  problem 
which  are  entirely  different  from  those  of 
Europe.  Whereas  until  recently  in  Europe 
the  nature  and  source  of  potential  security 
threats  were  uniform  and  commonly  recog- 
nised, security  issues  in  Asia  Pacific  defy 
simple,  rational,  military  type  solutions.  The 
"civil  war"  in  Yugoslavia  which  has  caused 
so  much  suffering,  misery,  and  distress  has 
vindicated  this  view.  With  all  the  "multi- 
layered",  "multi varied"  and  "multilateral" 
security  frameworks  in  Europe,  such  as 
NATO,  WEU,  the  CSCE,  and  now  perhaps 
even  the  EC,  Europe  has  failed  miserably  in 
ending  the  horrid,  repulsive  and  tragic 
slaughter,  ethnic  cleansing  and  other  atro- 
cities, driven  by  the  powerful  force  of  pri- 
mordial sentiments.  To  be  sure,  all  those 
"security  blankets"  have  helped  contain  -  at 
least  for  the  time  being  -  the  spread  of  the 
Yugoslav  tragedy,  manage  the  transition  in 
Central  Europe,  and  prevent  panic  as  the  So- 
viet Union  disintegrates.'^ 

Although   a   region-wide  multilateral 
security  framework  is  unlikely  to  be  adopted 
any  time  soon,  three  subregional  organisa- 
tions have  been  in  existence  for  a  number  of 
years,  and  a  number  of  agreements  adopted. 
The  three  organisations  are:  (I)  The  Associa- 
tion of  South  East  Asian  Nations  (ASEAN), 
established  in  1967,  of  which  Brunei,  Indo- 
nesia, Malaysia,  the  Philippines,  Singapore, 
and  Thailand  are  members:  (2)  The  South 
Asian  Association  for  Regional  Cooperation 
(SAARC),  formed  in  1980,  whose  members 
are  Bangladesh,  Bhutan,  India,  Pakistan, 

Gerald  Segal,  "Managing  New  Arms  Races," 
Washington  Quarterly  (Summer  1992):  97-98. 
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Nepal,  Sri  Lanka,  and  the  Maldives;  (3)  The 
South  Pacific  Forum  (SPF),  established  in 
1971  and  includes  Australia,  New  Zealand, 
and  the  numerous  independent  island  states 
of  the  South  Pacific.  Of  the  three,  ASEAN 
has  been  the  most  successful.  Over  the  years 
it  has  evolved  into  an  organisation  which 
holds  regular  consultations  and  exchange  of 
views  with  all  major  powers  of  the  region  as 
well  with  the  European  Community  through 
the  mechanism  of  the  well-established 
ASEAN  Post-Ministerial  Conference 
(ASEAN-PMC). 

Asia  Pacific  security  issues  have  been  a 
major  preoccupation  of  ASEAN  since  the 
founding  of  the  Association.  However,  both 
the  declared  purposes  for  which  ASEAN  was 
established  and  the  often  disparate  views  of 
member  countries  have  made  formal  discus- 
sion on  region-wide  security  questions  at  the 
ASEAN-PMC  level  "unconstitutional",- 
thus  problematic.  The  solution  was  to  leave 
consideration  and  exchange  of  views  on 
security  matters  to  government-affiliated  re- 
search organisations,  or  think-tanks.  These 
institutes  have  held  regular,  well-attended 
symposia,  roundtables,  and  conferences  to 
discuss  various  aspects  of  regional  security, 
with  emphasis  on  "traditional"  military 
security  issues. 

The  changing  political-security  landscape 
and  the  emerging  willingness  of  the  United 
States  to  search  for  new  political-security  ar- 
chitectures, including  multilateral  security 
forums,  to  which  it  has  been  averse  before, 
contributed  to  a  growing  awareness  and  re- 
solve within  ASEAN  that  the  Association 
must  respond  to  those  changes,  and  building 
on  its  achievements  strengthen  peace  and 
stability  in  the  region.'^  This  resolve  led  to 

"in  a  detailed  statement  before  a  US  Senate  Com- 
mittee confirmation  hearing  on  31  March  1993,  Assis- 


an  invitation  to  the  Soviet  Union  and  China 
to  attend  the  1991  ASEAN-PMC  as 
observers.  ASEAN  Senior  Officials  and 
Foreign  Ministers  started  to  discuss  how  and 
when  to  launch  the  initiative.  The  Associa- 
tion was  now  ready  to  use  its  ASEAN-PMC 
structure  (with  the  necessary  adjustments,  if 
necessary)  as  a  forum  to  discuss  Asia  Pacific 
security  issues.  Finally,  the  Fourth  ASEAN 
Summit  in  its  "Singapore  Declaration  1992" 
issued  on  28  January  1992,  formally  declared 
ASEAN's  intention  to  intensify  external 
dialogues  in  political  and  security  matters 
using  the  ASEAN-PMC  mechanism.^'*  Asia 
Pacific  has  now  a  forum  and  mechanism 
where  formal  multilateral  dialogue  can 
discuss  and  consider  both  traditional  and 
non-traditional  security  issues.  True,  not  a 
world-shattering  breakthrough,  but  not  an 
insignificant  achievement  either.  The  first 
step  has  been  taken  towards  the  development 
of  an  Asia  Pacific  security  community. 


tant  Secretary  of  State  for  East  Asian  and  Pacific  Af- 
fairs, Winston  Lord  said,  inter  alia,  that  multilateral 
security  forums  were  necessary  to  "manage  or  prevent 
emerging  concerns",  such  as  "arms  races,  the  forging 
of  competing  alignments  and  efforts  by  one  power  or 
group  of  powers  to  dominate  this  strategic  region" 
(Susumu  Awanohara  in  Far  Eastern  Economic  Review, 
15  April  1993). 

'''The  subpara  of  para  3  on  Political  and  Security 
Cooperation  in  the  "Singapore  Declaration  of  1992"  of 
the  Fourth  ASEAN  Summit  reads  as  follows:  "ASEAN 
could  use  established  fora  to  promote  external  dialogues 
on  enhancing  security  in  the  region  as  well  as  intra- 
ASEAN  dialogues  on  ASEAN  security  cooperation 
(such  as  the  regional  security  seminars  held  in  Manila 
and  Bangkok  in  1991,  and  the  workshops  on  the  South 
China  Sea  held  in  Bali  in  1990  and  Bandung  in  1991), 
taking  full  cognizance  of  the  Declaration  of  ASEAN 
Concord.  To  enhance  this  effort,  ASEAN  should  inten- 
sify its  external  dialogues  in  political  and  security  mat- 
ters by  using  the  ASEAN  Post-Ministerial  Conferences 
(PMC)";  etc.,  etc.,  .... 
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Arms  Im- 

Arms Im- 

Military 

Military 

Arms  Im- 

Arms Ex- 

ports 

ports 

Expenditure 

Expenditure 

ports 

ports 

as  %  of 

as  %  of 

Per  Capita 

as  %  of 

1989 

GNP 

GNP 

Total  Im- 

(in Million 

(in  Million 

1991 

1989 

(in  US$) 

ports 

US$) 

US$) 

1989 

India 

17,562 

6.0 

3.1 

10 

17.1 

Japan 

9,750 

0.3 

1.0 

231 

0.7 

110 

Afghanistan 

8,430* 

210.0 

n.a. 

n.a. 

462.0 

North  Korea 

4.631 

10.0 

20.0 

285 

n.a. 

400 

South  Korea 

1  n 

A  1 

213 

0.6 

40 

Thailand 

3,370 

4.0 

2.7 

33 

1.0 

80 

Australia 

2,956 

1.0 

2.3 

386 

1.5 

80 

Pakistan 

2,299 

6.0 

6.8 

22 

6.4 

20 

Taiwan 

2,174 

1.0 

5.4 

397 

0.8 

10 

Indonesia 

1.429 

1.0 

1.7 

8 

0.5 

10 

Singapore 

1,276 

4.0 

5.1 

550 

0.2 

70 

PRC 

797 

0.2  . 

3.7 

20 

0.2 

2,000 

Bangladesh 

552 

2.7 

1.6 

3 

3.3 

Cambodia 

318 

31.0 

n.a. 

n.a. 

n.a. 

Sri  Lanka 

274 

3.0 

3.2 

13 

0.5 

Myanmar 

268 

1.0 

3.7 

15 

9.5 

Philippines 

144 

0.3 

2.2 

15 

0.6 

Laos 

133 

26.0 

n.a. 

n.a. 

45.7 

New  Zealand 

106 

0.2 

2.2 

258 

0.6 

Brunei 

34 

1.0 

n.a. 

n.a. 

n.a. 

Vietnam 

6 

0.0 

n.a. 

n.a. 

n.a. 

Sources:  SIPRI  Yearbook.  1992;  IISS,  Military  Balance,  1991-1992;  ACDA,  World  Military  Expenditures,  1990. 
♦Arms  were  transferred  rather  than  purchased;  their  gross  value  far  exceeded  both  Afghan  GNP  and  economic  imports. 


Arms  Buildups 

In  contrast  to  the  declining  trends  of 
arms  transfers  in  the  other  parts  of  the  world 
except  in  the  Middle  East,  there  is  evidence 
that  arms  buildups  are  expanding  in  the  Asia 


Pacific.  The  top  15  importers  of  major  con- 
ventional arms  among  the  developing  coun- 
tries during  the  period  1987-1991  were,  in 
descending  order,  India,  Saudi  Arabia,  Iraq, 
Afghanistan,  Egypt,  North  Korea,  Israel, 
Angola,  South  Korea,  Syria,  Thailand,  Iran, 
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Pakistan,  Taiwan,  and  the  United  Arab 
Emirates.'^  As  can  be  seen  from  the  list,  7 
were  countries  from  Asia  Pacific.  The  fol- 
lowing table  will  give  an  indication  of  the 
size  of  arms  trade  in  Asia  Pacific  during  that 
period.'^ 

While  the  data  in  the  table  are  suggestive, 
however,  one  cannot  rely  on  these  figures  for 
exactitude.  It  is  not  the  exactness  of  the 
figures  which  is  important;  it  is  the  indicative 
trend  these  figures  convey  about  the  propen- 
sity of  countries  in  responding  to  the  ever- 
changing  political-security  environment. 
Some  states,  for  example,  are  far  more  in- 
cUned  to  emphasize  military  preparedness 
and  military  responses  than  others  are. 
Assuming  that  the  general  direction,  if  not 
the  exact  size  of  these  figures  are  correct,  one 
can  draw  two  very  general  conclusions.  One 
is  that,  leaving  out  Afghanistan  and  Cambo- 
dia who  are  "at  war",  the  expenditure  of 
nine  countries  solely  for  the  import  of  arms 
in  1991  was  disproportionally  high  relative  to 
the  total  military  expenditure  for  the  year 
1989  (both  expenditures  expressed  in  per 
cent  of  GNP).  This  indicates  a  great  surge  in 
arms  imports  jiist  before  the  disintegration 
of  the  Soviet  Union.  The  other  is  that  some 
Asia  Pacific  states  are  not  only  importers  of 
arms,  but  have  also  become  exporters, 
among  whom  China  is  the  most  important. 

While  Asia  Pacific  states  were  already 
among  the  leading  importers  of  major  arms 
in  the  period  before  the  disintegration  of  the 
Soviet  Union,  the  collapse  of  the  former 
communist  superpower  combined  with  the 
military   retrenchment   of   the  Western 


This  part  of  the  paper  draws  heavily  on  Gerald 
Segal,  "Managing  New  Arms  Races  in  the  Asia- Paci- 
fic," Washington  Quarterly  (Summer  1992):  83-101. 

'*GeraId  Segal,  ibid.,  85, 


powers,  has  triggered  an  "arms  rush"  on  the 
one  hand  and  a  huge  "arms  clearance  sale" 
on  the  other.  Almost  everyday  one  can  read 
in  the  media  huge  arms  deals  being  made  or 
negotiated,  sometimes  between  two  parties 
who  in  the  past  had  never  had  any  arms  deal- 
ings. Some  of  the  major  arms  transfers  are: 
(1)  24  Su27s  fighter  aircraft  from  Russia  to 
China;  under  discussion  another  eight  and 
assembly  rights  for  the  plane;  up  to  100  Rus- 
sian S300  S.A.M.  (high  altitude  air  de- 

1  -7 

fense);  (2)  16  Lafayette-class  frigates  from 
France  to  Taiwan,  worth  an  estimated 
US$4.8  billion,  with  the  first  2-4  built  in 
France  and  the  remainder  in  Taiwan  with 
French  assistance,  60  Mirage  2000-5  fighter 
aircraft  for  US$2.6  billion;  and  two  sub- 

18 

marines  from  the  Netherlands;  (3)  a  possi- 
ble Russia-Malaysia  deal  for  30  MiG29  M 
fighter; (4)  150  F16A/B  with  Amraam 
(Advanced  medium-range  air-to-air  missile), 
12  SH-2F  attack  helicopter  from  the  US  to 

20 

Taiwan;  (5)  Pakistani  arms  deal  under 
negotiation  with  Poland  for  310  Russian- 
designed  T72  tanks. 

It  is  difficult  to  say  what  exactly  ac- 
counted for  the  increase,  even  rush,  in  the 
arms  purchases  in  Asia  Pacific.  The  pheno- 
menon seems  to  belie  the  relative  calm  and 
stability  of  the  region  as  mentioned  else- 
where in  this  paper.  There  must  be  various 
reasons  for  it.  Not  just  the  combination  of 


Far  Eastern  Economic  Review,  20  August  1992,  6 
and  8  April  1993,  23. 

^^Far  Eastern  Economic  Review.  6  July  1992,  9-10 
and  24  September  1992,  24. 

"F(7/-  Eastern  Economic  Review,  24-31  December 
1992,  20. 

^° Far  Eastern  Economic  Review,  8  October  1992,  8. 
Far  Eastern  Economic  Review,  17  December  1992, 

19. 


60 

Table  2 


THE  INDONESIAN  QUARTERLY,  XXII/I 


ARMS  IMPORTS  IN  ASIA  PACIFIC  BY  SOURCE,  1987-1991 
(in  Million  US  Dollars) 


Exporting  Country 


Importing  Total  Arms  Other 

Country  Imports         Soviet       USA      France       UK        PRC     Germany  Europe 

Union 


India 

17,562 

13,871 

882 

1  ^ifi 

Japan 

9,750 

9,537 

49 

Afghanistan 

8,430 

8,125 

149 

1 
1 

22 

North  Korea 

4,631 

4,217 

414 

22 

South  Korea 

3,552 

- 

3,273 

46 

150 

- 

- 

69 

Thailand 

3,370 

_ 

1,635 

132 

143 

1,290 

50 

90 

Australia 

2,956 

- 

2,727 

54 

61 

10 

Pakistan 

2,299 

795 

33 

158 

19 

Taiwan 

2,174 

1,373 

476 

Indonesia 

1,429 

486 

60 

375 

122 

348 

Singapore 

1,276 

1,031 

101 

144 

PRC 

797 

497 

113 

163 

5 

Bangladesh 

552 

12 

355 

Cambodia 

318 

170 

20 

Sri  Lanka 

274 

12 

158 

Myanmar 

268 

222 

Philippines 

144 

101 

4 

5 

27 

Laos 

133 

125 

2 

27 

New  Zealand 

106 

23 

2 

24 

Malaysia 

105 

11 

52 

33 

Brunei 

34 

12 

18 

4 

Vietnam 

6 

6 

Total 

60,166 

27,011 

21,279 

1,550 

2,673 

3,536 

575 

1,451 

Source:  SIPRI  Yearbook,  1992. 


insecurity  feeling  and  the  ability  to  pay  for 
new  weapons  not  only  because  of  the  in- 
creased economic  capability  of  the  states 
concerned,  particularly  the  Pacific-rim 
countries,  but  also  because  of  the  easy  access 
to  the  international  arms  market,  especially 
the  Russian  arms  market.  Since  the  disinte- 


gration of  the  Soviet  Union  and  the  subse- 
quent emergence  of  the  Russian  Federation 
in  December  1991,  Russian  weapons  have 
been  making  substantial  inroads  in  Asian 
markets.  Asian  countries  are  attracted  to 
Russia's  weapons,  because  of  the  bargain 
prices.  Moreover  they  are  on  liberal  financial 
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terms  payable  through  attractive  packages 
that  include  countertrade.  Cut-rate  Russian 
prices  and  with  almost  immediate  delivery 
compares  favourably  with  the  long  lead  time 
for  arms  sales  by  the  West.  Cheap  weapons 
from  Russia  have  enabled  even  the  smaller 
countries  of  Asia  to  build-up  their  stocks 
and  replace  their  aging  equipment,  thereby 
contributing  to  the  proliferation  of  conven- 

22 

tional  arms  in  the  region.  Table  2  shows 
the  supply-side  of  the  arms  trade  in  Asia- 
Pacific.^^ 

As  can  be  seen  from  Table  2,  in  the  1987- 
1991  period,  the  transfer  of  major  conven- 
tional arms  to  Asia  Pacific  was  dominated 
by  the  then  superpowers.  The  Soviet  Union 
accounted  for  45  per  cent  of  transfers  and 
the  United  States  35  per  cent,  West  Euro- 
pean states  10  per  cent,  led  by  Britain  with 

^^Bilveer  Singh,  "Asia's  New  Arms  Race,"  PEER. 
15  April  1993,  28. 

^^Gerald  Segal,  "Managing  New  Arms  Race  in  the 
Asia  Pacific,  Washington  Quarterly  (Summer  1992):  89. 


4.4  per  cent,  France  with  2.5  per  cent,  and 
Germany  with  1  per  cent.  The  PRC  was  the 
only  other  important  seller  to  the  region,  ac- 
counting for  5.8  per  cent  of  the  market. 

Below  the  relative  calm  and  stable  sur- 
face of  the  Asia  Pacific  region  there  is  a 
strong  undercurrent  of  flow  of  arms.  In  1991 
the  region  accounted  for  35  per  cent  of  all 
imports  of  major  weapons,  more  than  any 
other  region  including  Europe.  The  statistics 
for  1992  are  as  yet  not  available,  but  there  is 
a  strong  feeling  that  they  may  even  surpass 
1991,  and  that  ~  if  the  higher-paced  arms  ac- 
quisition process  is  not  checked  ~  the  region 
may  soon  become  the  most  heavily  armed  re- 
gion in  the  world  as  European  arms  agree- 
ments are  fully  implemented.  While  it; is 
true,  that  the  existence  of  weapons  per  se  is 
not  necessarily  a  problem,  but  it  is  also  true 
that  there  is  always  the  risk  that  these 
weapons  might  be  used  in  conflict.  And 
several  flashpoints  of  potential  conflict  do 
exist  in  the  region  as  has  been  referred  to 
earlier. 


Managing  Security  Relations 
After  the  Cold  War:  Prospects  for 
the  Council  for  Security  Cooperation 

in  Asia  Pacific* 

Paul  M.  Evans 


EFFECTIVE  multilateralism  in  securi- 
ty matters  is  coming  to  Eastern  Asia 
and  the  Pacific  born  of  new  realities 
and  a  distinctive  regional  process  rather  than 
by  imposition  by  an  external  power  or  by 
imitation  of  instruments  more  maturely 
developed  elsewhere. 

A  significant  feature  of  the  regional 
security  landscape  in  the  1990s  has  been  a 
proliferation  of  channels  for  multilateral 
discussion  of  regional  security  issues.  Some 
of  this  activity  has  been  at  the  formal  govern- 
mental level,  with  the  ASEAN  Post  Ministe- 
rial Conference  (PMC),  the  attendant  Senior 
Officials  Meeting  (SOM)  and  the  recently 
approved  ASEAN  Regional  Forum  emerg- 
ing as  the  single  most  important  vehicle  for 
Asia  Pacific-wide  consultation  and  dialogue. 

The  area  in  which  there  has  been  the 
greatest  expansion  is  "non-governmental." 


Presented  to  the- International  Conference  on  Indo- 
nesia, Asia  Pacific  and  the  New  World  Order,  August 
8-10,  1993,  Bali,  Indonesia,  organised  by  the  Indonesia 
Forum  and  the  Asia  Society. 


This  "non-governmental"  activity  has  at 
least  three  distinguishing  features.  First, 
much  has  been  multilateral  and  multina- 
tional in  inspiration  and  execution,  involving 
simultaneous  participation  from  several  Asia 
Pacific  countries.  Second,  while  some  of  the 
channels  of  discussion  are  restricted  to  so- 
called  "like-minded",  the  majority  involve 
participants  spanning  previous  ideological 
and  national  divides.  The  trend  is  toward  in- 
clusiveness.  Third,  most  of  the  channels 
have  been  of  a  "blended"  or  "track  two" 
nature.  They  involve  meetings  of  academics, 
journalists,  and  occasionally  politicians  and 
also  include  government  officials  (usually 
from  ministries  of  foreign  affairs  though 
also  sometimes  from  defence  ministries)  at- 
tending in  "unofficial",  "private"  capaci- 
ties. Where  three  years  ago  there  were  only 
two  or  three  channels  for  multilateral  track 
two  discussion  of  security  issues  across  the 
Pacific,  that  number  is  now  more  than 
twenty-three.  The  number  is  considerably 
larger  if  we  include  "sub-regional"  dia- 
logues, conducted  bilaterally  or  multilateral- 
ly,  within,  for  example,  ASEAN  or  South- 
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east  Asia. 

The  Council  for  Security  Cooperation  in 
Asia  Pacific  (CSCAP)  stands  as  the  most 
ambitious  proposal  to  date  for  a  regularised, 
focused  and  inclusive  non-governmental 
process  on  Pacific  security  matters.  The 
CSCAP  concept  was  developed  in  late  1992 
and  formally  announced  in  June  1993.  A 
general  statement  of  objectives  and  prin- 
ciples has  been  approved  by  its  ten  founding 
institutes,  but  a  host  of  organisational  mat- 
ters and  matters  of  substance  are  currently 
under  review  by  four  sub-committees  created 
by  the  CSCAP  Steering  Committee. 


Background 

Serious  discussion  of  multilateral  securi- 
ty arrangements  in  an  area  loosely  conceived 
of  as  Asia  Pacific  is  less  than  a  decade  old. 
The  attempts  by  the  United  States  in  the 
1950s  and  1960s  to  create  a  multinational 
alliance  system  for  collective  defence  along 
the  lines  of  NATO  in  Europe  did  not  gather 
much  support,  it  was  the  Gorbachev  speech 
in  Krasnoyarsk  in  1986  that  opened  the  gate 
to  a  series  of  proposals  for  governmental 
and  non-governmental  exploration  of  multi- 
lateral options  to  Cold  War  thinking  and 
mechanisms  in  the  Pacific.  In  the  five  years 
after  the  speech  no  less  than  eight  govern- 
ments (Soviet  Union,  Mongolia,  Australia, 
Canada,  South  Korea,  Malaysia,  Japan)  pre- 
sented recommendations  on  the  creation  of 
new  channels  for  multilateral  dialogue  on  re- 
gional security  issues.  The  proposals  differed 
in  several  crucial  respects  -  definition  of  the 
region,  conception  of  security,  attitude  to- 
ward existing  bilateral  security  arrange- 
ments -  but  cumulatively  they  gave  voice  to 


concern  about  the  viability  of  existing  at- 
titudes and  approaches.' 

The  reasons  for  this  collective  unease  are 
not  hard  to  identify.  The  underlying  factor 
reshaping  the  Pacific,  especially  its  Western 
shores,  is  dynamic  economic  growth.  Geo- 
politically,  the  collapse  of  the  USSR  and  the 
gradual  reduction  of  the  American  military 
presence  in  Asia  have  produced  a  new  series 
of  uncertainties  about  the  regional  security 
order  into  the  21st  century.  The  patron- 
client  alliances  of  the  period  1945  to  1975 
have  given  way  to  a  looser  pattern  of  align- 
ments which  involves  a  complex  blend  of 
conflict  and  cooperation.  And  the  balance  of 
power  of  Asia  and  the  Pacific  is  shifting  in 
the  direction  of  increased  multipolarity.  For 
the  first  time  in  a  century  and  a  half  the 
future  of  Asia  will  primarily  be  determined 
in  Asia. 

The  post-Cold  War  order  is  clearly  at  a 
moment  of  significant  transition.  Asian 
states  have  tended  to  exhibit  two  general  res- 
ponses to  the  uncertainties  of  this  transition. 
The  first  has  been  to  strengthen  national 
military  capabilities.  Most  countries  in  the 
Asia  Pacific  are  now  spending  considerably 
more  on  defence  than  a  decade  ago.  The  sec- 
ond response  has  been  an  outpouring  of  in- 
terest in  new  mechanisms  for  regional  coop- 


These  are  chronicled  in  Paul  M.  Evans,  "Emerging 
Patterns  in  Asia-Pacific  Security:  The  Search  for  a 
Regional  Framework"  in  Jawhar  Hassan  and  Rohanna 
Mahmood,  eds.,  Towards  A  New  Pacific  Order:  Pro- 
ceedings of  the  Fifth  Asia-Pacific  Roundtable  (Kuala 
Lumpur:  ISIS  Malaysia,  1991),  55-61;  Stewart  Hender- 
son, "Canada  and  Asia  Pacific  Security:  The  North 
Pacific  Cooperative  Security  Dialogue",  NPCSD 
Working  Paper  Number  1  (Toronto:  York  Centre  for 
International  and  Strategic  Studies),  January  1992;  and 
Gary  Klintworth,  "Asia-Pacific:  More  Security,  Less 
Uncertainty,  New  Opportunities,"  Pacific  Review  5, 
no.  3  (1992). 
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eration  on  security  matters.  By  "coopera- 
tion" I  mean  a  spectrum  of  ideas  ranging 
from  a  new  alliance  of  the  like  minded  (for 
example  a  NATO  for  Asia)  and  enhanced 
multilateral  communcation  among  existing 
alliance  partners  (for  example  US- Japan- 
South  Korea)  to  a  middle  set  of  views  about 
ad  hoc  multinational  cooperation  in  resolv- 
ing conflict-specific  problems  (such  as  Cam- 
bodia) to  a  more  radical  set  of  proposals  ad- 
vocating fundamentally  new  security  ar- 
rangements along  the  lines  of  a  collective 
security  or  concert  system. 

A  preferred  mechanism  for  exploring 
some  of  these  alternative  security  frame- 
works and  for  focusing  on  region  wide  con- 
cerns has  been  the  track  two  dialogue  pro- 
cess. These  dialogues,  which  have  received 
increasing  funding  from  governments  and 
foundations  around  the  Pacific,  signify  a 
collective  response  to  a  deep  uncertainty 
about  viable  instruments  and  frameworks 
for  managing  a  more  complex  security  agen- 
da into  the  coming  century.  In  these  circum- 
stances, intellectual  curiosity  has  been  coin- 
ciding in  often  creative  ways  with  low-risk 
and  low-cost  experimentation  by  govern- 
ments. 

In  less  than  three  years  of  focused  activi- 
ty, the  dialogue  process  has  accomphshed 
several  important  objectives.  The  most  signi- 
ficant is  that  it  has  ended  the  allergy  to  multi- 
lateral discussion.  This  has  partly  been  a 
matter  of  convincing  previously  skeptical 
governments  about  the  prospects  of  and 
need  for  new  fora  for  consultation.  It  has 
also  depended  on  establishing  a  suitable  level 
of  confidence  among  individuals  and  in- 
stitutes around  the  Pacific.  The  combination 
of  activities  at  different  levels  have  broken 
psychological  barriers  to  comparatively  open 
discussion  in  multilateral  settings  about  sen- 


sitive and  complex  security  issues. 

Yet  various  concerns  have  arisen  about 
how  the  non-governmental  process  can  de- 
velop in  its  next  phase. ^  Multilateral  security 
dialogues  no  longer  need  to  be  legitimated  at 
either  the  non-governmental  or  govern- 
mental level;  but  they  do  need  to  produce 
more  concrete  results.  A  frequently  ex- 
pressed worry  is  that  the  proliferation  of 
channels  and  activities  is  taxing  governmen- 
tal interest  and  the  commitment  of  personnel 
and  resources.  There  are  also  concerns  about 
duplication  of  activities  and  topics  and  in- 
adequate communication  of  findings  across 
channels.  There  needs  to  be  a  more  cumula- 
tive quality  to  these  efforts  and  a  push  to- 
ward a  more  systematic  dialogue  process. 


The  CSCAP  Concept 

The  CSCAP  proposal  is  a  natural  exten- 
sion of  these  three  years  of  vigorous  track 
two  activity.  First  proposed  at  a  non- 
governmental meeting  in  Seoul  in  November 
1992  and  formally  announced  in  Kuala  Lum- 
pur in  June  1993,  four  sub-committees  have 
been  established  -  finance,  by-laws,  mem- 
bership, and  working  groups  —  and  charged 
with  preparing  a  series  of  formal  recommen- 
dations for  consideration  at  a  subsequent 
meeting  in  Indonesia  in  December. 


^At  the  same  time,  several  of  the  programmes  which 
began  in  1991  and  1992  are  now  nearing  completion  and 
there  is  a  natural  moment  for  reflection  on  the  next 
phase  of  activity.  Recognising  this  possibility,  a  group 
of  private  foundations  in  the  United  States  and  Asia  are 
supporting  a  stock  taking  project  on  "The  Future  of 
Asia  Pacific  Security  Studies  and  Exchange  Activities" 
to  review  the  state  of  training,  research,  publication  and 
exchange  activities  (including  the  dialogue  channels)  in 
the  area  of  regional  security  studies. 
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The  main  thrust  of  CSCAP  is  to  create  a 
more  structured  regional  process  through  a 
new  non-governmental  institution  that  is 
open  to  ail  countries  and  territories  in  the 
region.  In  its  first  stage  it  will:  (a)  be  guided 
by  a  Steering  Committee  consisting  of  the 
founding  institutes;  (b)  be  co-chaired  by 
Amos  Jordan  of  the  Pacific  Forum/CSIS 
and  Jusuf  Wanandi  of  CSIS  Jakarta;  and  (c) 
be  served  by  ISIS  Malaysia  which  will  pro- 
vide secretariat  functions. 

Several  aspects  of  the  CSCAP  concept 
deserve  particular  attention: 

(1)  Its  general  objective  is  to  promote  the 
cause  of  expanded  track  two  discussion 
of  regional  security  issues.  The  phrase 
"security  cooperation"  remains  open  to 
a  variety  of  interpretations.  It  can  cover 
increased  communication  among  like- 
minded  states  already  tied  by  existing 
security  commitments  o'r  'it'  can  reach 
more  ambitiously  in  the  direction  of  in- 
stituting "cooperative  security"  ap- 
proaches across  alliance  and  ideological 
divides; 

(2)  Participation  is  to  be  extended  as  quickly 
to  all  countries  and  territories  of  the  Asia 
Pacific  region.  There  is  no  final  defini- 
tion of  the  boundaries  of  "the  Asia  Paci- 
fic" though  it  is  generally  seen  to  be 
composed  of  the  countries  of  Northeast 
Asia  (including  Russia  and  Mongolia), 
Southeast  Asia,  Australasia,  and  North 
America.  It  is  expected  that  mainland 
China,  Vietnam,  and  North  Korea  will 
be  included  in  the  organisation  as  soon 
as  feasible  as  well  as  Taiwan  and  possi- 
bly Hong  Kong.  The  Streering  Commit- 
tee is  aware  of  the  complexities  of  the 
membership  issue. 

(3)  Participating  countries  and  territories 


will  be  required  to  create  broad-based 
national  committees  composed  of  acade- 
mic, government  officials  (acting  in  their 
private,  unofficial  capacities)  and  other 
relevant  individuals.  Australia,  Indone- 
sia, Singapore  and  the  United  States 
have  already  taken  first  steps  toward 
creating  such  a  committee.  In  Canada  a 
consortium  of  research  institutes  with  an 
interest  in  Asia  Pacific  security  issues  has 
been  formed  which  is  intended  to  pro- 
vide the  foundation  for  a  national  com- 
mittee; 

(4)  The  working  groups  are  envisioned  to  be 
the  main  focus  of  CSCAP  activity.  They 
will  undertake  policy-oriented  studies  on 
specific  regional  political-security  prob- 
lems and  will  be  open  to  those  countries 
which  wish  to  participate  and  are  willing 
to  make  a  contribution  to  their  opera- 
tion. The  topics  and  terms  for  the  work- 
ing groups  are  presently  being  examined. 
Suggested  topics  include  maritime  coop- 
eration in  Southeast  Asian  waters  and 
enhancing  security  cooperation  in  the 
North  Pacific; 

(5)  It  is  expected  that  there  will  be  at  least 
one  general  meeting  of  CSCAP  each 
year,  probably  arranged  in  the  first  two 
years  in  cooperation  with  the  annual 
Roundtable  in  Kuala  Lumpur.  The 
CSCAP  general  meeting  will  provide  an 
opportunity  to  review  the  activities  of 
the  working  groups  and  to  handle  ad- 
ministrative matters  including  member- 
ship and  finances.  Independent  from  but 
operating  in  conjunction  with  the 
Roundtable,  there  is  an  excellent  oppor- 
tunity for  connecting  the  CSCAP  pro- 
cess to  other  track  two  channels  through 
panel  presentations  and  workshop  re- 
ports. 
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Obstacles  and  Pitfalls 

The  CSCAP  proposal  faces  a  number  of 
very  difficult  obstacles  from  the  outset. 
These  include  the  inevitable  problems  of 
finance,  organisation,  and  membership. 
Some  of  the  critics  of  the  CSCAP  suggest 
that  it  is  premature,  unneeded,  or 
dangerous.  They  have  noted  that  there  is  no 
need  for  a  more  centralised  dialogue  channel 
in  an  era  already  characterised  by  a  healthy 
and  pluraHstic  array  of  dialogue  activities. 
And  beyond  not  being  needed,  CSCAP  has 
the  potential  to  divert  resources  and  atten- 
tion away  from  other  dialogue  channels. 

Related,  there  is  a  legitimate  worry  that 
national  committees  will  tend  to  favour  par- 
ticular political  positions  rather  than  keep 
open  the  dialogue  process  to  a  wide  cast  of 
participants.  The  pluralism  of  the  current 
process  could  be  destroyed  by  privileging  a 
particular  grouping  of  institutes,  many  of 
which  already  have  close  ties  to  their  respec- 
tive governments.  A  similar  concern  is  that  a 
process  which  is  as  directly  tied  to  the  policy 
world  as  CSCAP  has  the  potential  to  subvert 
more  pure  academic  research. 

Further,  CSCAP  might  well  prove  un- 
workable. Multilateralism  is  new  to  the 
Pacific  and  is  unhkely  to  be  accomplished 
though  an  inclusive  institution  which  could 
have  twenty  or  more  representative  commit- 
tees. Some  also  feel  that  CSCAP  will  divert 
creative  energy  and  resources  away  from  im- 
portant intellectual  and  policy  issues  into  a 
black  hole  of  unproductive  administrative 
wrangling.  CSCAP  could  thus  break  the 
momentum  of  the  dialogue  process  rather 
than  move  it  forward.  Instead,  it  has-been 
suggested  that  it  would  instead  be  more  cost 
effective  to  use  an  existing  framework,  the 
PECC,  as  the  home  to  working  groups  on 


security  issues. 

The  Case  for  CSCAP 

These  are  all  legitimate  points  of  concern 
which  the  leaders  of  CSCAP  should  care- 
fully take  into  account.  But  they  should 
serve  as  a  flashing  yellow  caution  rather  than 
a  red  light  demanding  an  immediate  stop. 

My  own  view  is  that  CSCAP  is  unlikely 
to  replace  or  diminish  other  track  two  chan- 
nels. Rather,  it  should  become  an  extra  layer 
on  the  dialogue  process  with  a  mandate  to 
increase  communication  between  existing 
and  emerging  channels.  If  effective,  CSCAP 
will  in  fact  attract  additional  attention  and 
resources  to  regional  security  issues. 

CSCAP  also  has  the  potential  to  open  up 
the  dialogue  process  rather  than  restrict  it  to 
a  small  number  of  institutes  and  individuals. 
There  will  of  course  be  those  inside  govern- 
mens  who  will  wish  to  keep  security  issues  as 
closed  as  possible.  And  it  is  quite  clear  that 
some  governments  feel  much  more  comfor- 
table with  track  two  instruments  than  do 
others.  Yet  national  committees  have  the 
potential  to  ensure  that  more  voices  rather 
than  fewer  are  heard  and  that  security  mat- 
ters be  opened  to  broader  public  scrutiny. 
There  is  an  essential  need  for  secrecy  in  some 
kinds  of  inter-governmental  negotiations, 
but  in  track  two  discussions  transparency  is 
equally  essential. 

The  critical  determinant  of  CSCAP  suc- 
cess will  be  the  results  of  the  concrete  studies 
and  projects  undertaken  by  the  working 
groups.  The  function  of  the  Steering  Com- 
mittee is  to  my  mind  largely  that  of  pro- 
viding a  stable  and  high  profile  foundation 
for  the  working  groups  to  get  on  with  their 
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work.  The  idea  of  multiple  working  groups 
operating  independently  but  in  coordinated 
fashion  is  the  most  appealing  aspect  of  the 
CSCAP  proposal. 

On  the  matter  of  timing,  at  this  point  it 
makes  more  sense  to  err  on  the  side  of  bold- 
ness than  on  the  side  of  caution.  There  now 
exists  a  network  of  institutes  around  the 
Pacific  which  have  experience  in  working  to- 
gether and  which  are  poised  to  initiate  a 
more  substantive  series  of  collaborative  ar- 
rangements in  the  areas  of  research,  train- 
ing, and  exchange  activities.  At  the  govern- 
mental level,  though  there  remains  a  great 
deal  of  skepticism  about  the  viability  of  any 
kind  of  collective  security  system  in  the  near 
future,  there  is  now  very  wide  acceptance 
that  a  more  focused  and  intensive  process 
for  consultation  and  reassurance  is  worth  ex- 
ploring. The  dialogue  process  is  a  low  risk 
and  comparatively  inexpensive  investment 
which  might  pay  large  dividends. 

It  is  instructive  that  the  Senior  Officials 
Meeting  in  Singapore  in  May  and  the  follow- 
ing Ministerial  meetings  made  such  striking 
progress  on  the  creation  of  an  inclusive 
dialogue  process  at  the  governmental  level. 
The  meetings  borrowed  concepts  and  took 
advantage  of  a  climate  of  opinion  that  have 
been  generated  through  track  two  activities 
over  the  past  two  years.  In  turn  the  SOM 
opened  several  specific  topics  ~  non-proli- 
feration regimes  and  their  application  at  th^ 
regional  level,  conflict  prevention  and  man- 
agement including  peace  keeping.  Northeast 
Asian  security  cooperation  matters,  confi- 
dence-building measures  applicable  to  the  re- 
gion —  which  can  be  effectively  injected  into 
a  focused  track  two  agenda  in  the  coming 
months. 

Concerning   institution   building,  the 


perils  are  indeed  numerous.  I  think  there  is  a 
very  strong  case  to  be  made  that  the  Asia 
Pacific  is  too  broad  and  diverse  for  their  to 
be  located  a  single  set  of  overarching  security 
problems.  But  for  the  moment,  there  is  in- 
sufficient energy  and  leadership  to  establish 
the  "sub-regional"  or  "smaller  regional" 
foci  which  would  reflect  security  realities. 
Just  as  ASEAN  has  been  central  to  the  for- 
mal governmental  dialogue  that  is  emerging 
through  the  PMC,  the  ASEAN  ISIS  group 
has  been  central  to  legitimating  and  leading 
the  regional  dialogue  process.  A  more 
mature  institutional  process  could  indeed 
break  down  into  smaller  regions  as  the  locus 
of  cooperative  activity.  But  for  the  moment, 
largely  because  of  the  earlier  movement  on 
economic  cooperation,  Asia  Pacific  is  the 
most  creative  and  realistic  starting  point. 
And  considering  the  sensitivity  of  trans- 
Pacific  economic  relations  and  the  frighten- 
ing consequences  of  a  dfamatic  American 
disengagement  from  Asia,  it  is  in  our  collec- 
tive interest  to  ensure  that  a  main  channel  of 
dialogue  activities  has  a  trans-Pacific  axis. 

It  is  desirable  that  PECC  and  CSCAP 
keep  in  close  communication  and  consider 
occasional  joint  panels  and  reciprocal  brief- 
ing reports  at  annual  meetings.  And  at  some 
future  point  it  is  imaginable  that  the  two  in- 
stitutions could  find  some  kind  of  merger  to 
be  valuable  as  part  of  an  IPR-like  omnibus 
organisation.  But  for  the  immediate  future, 
security  issues  deserve  special  attention  in  a 
separate  institutional  setting,  if  only  because 
they  still  raise  special  sensitivities  and  be- 
cause there  is  so  little  past  tradition  of  multi- 
lateral approaches  to  them.  Two  further 
considerations  pointing  to  independent 
status  for  CSCAP  are:  (a)  that  the  networks 
supporting  PECC  and  CSCAP  are  similar 
but  far  from  identical;  and  (b)  that  the  ex-  ^ 
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pense  of  the  modest  secretariat  that  is  cur- 
rently envisioned  for  CSCAP  should  be 
small. 


CSCAP  and  Institution  Building 
Asia  Pacific  Style 

Beyond  the  practical  concerns  of  institu- 
tion building,  the  CSCAP  proposal  and  the 
rise  of  the  track  two  process  point  to  some 
deeper  academic  questions  about  the  ele- 
inents  of  international  organisations  in  an 
Asia  Pacific  setting. 

Several  commentators  have  made  the 
unassailable  point  thaf  the  experience  of. 
most  Asian  nations  with  multilateralism  has 
been  limited  and  rarely  positive.  ASEAN 
emerges  as  the  single  organisation  successful 
over  time  in  gradually  institutionalising 
multilateral  cooperation  in  the  economic  and 
security  areas,  but  even  here  it  has  been  ef- 
fective mostly  because  of  overlapping  bila- 
teral arrangements  rather  than  multilateral 
processes  of  the  kind  familiar  in  the  Euro- 
pean context. 

These  leads  to  two  interesting  questions. 
First,  what  kind  of  multilateral  arrange- 
ments are  likely  to  emerge  in  the  broader 
Asia  Pacific  as  well  as  the  specific  contexts 
of  smaller  regions  like  Southeast  Asia,  Nor- 
theast Asia  and  the  North  Pacific?  Second, 
what  is  the  best  way  to  promote  formal 
muhilateralism?  A  frontal  assault  through 
direct  organisation  building?  Or  a  more  in- 
direct approach  emphasizing  incremental 
steps  starting  at  the  non-governmental  level 
and  gradually  moving  toward  the  govern- 
mental? 

There  is  a  great  deal  of  historical  work  to 
be  done  in  looking  at  the  management  of  in- 


ternational relations  in  both  Southeast  Asia 
and  East  Asia  prior  to  the  coming  of  the 
West.  The  Chinese  tradition  of  suzerainty 
and  tribute  relations  were  built  on  unilateral 
and  bilateral  diplomatic  instruments  but  also 
involved  occasional  multilateral  channels 
which  deserve  further  attention.  Similarly, 
we  need  to  know  more  about  the  Asian  ex- 
perience with  the  multilateral  diplomacy  of 
the  1920s  and  1930s  which  were  inadequate 
to  constrain  Japanese  imperialism  and  halt 
the  outbreak  of  the  Pacific  War. 

The  most  important  examples  of  multi- 
lateral institution  building  in  the  Pacific 
have  been  economic.  A  fundamental  point 
to  be  made  is  that  it  is  economics  that  defines 
the  very  concept  of  Asia  Pacific.  It  has  also 
been  economic  problems  and  cooperation 
that  have  elicited  the  most  active  responses. 
The  networks  established  through  the  Pacific 
Basin  Economic  Council,  the  Pacific  Eco- 
nomic Cooperation  Council,  the  Pacific 
Forum  for  Trade  and  Development,  the  Asia 
Pacific  Economic  Cooperation  forum  have 
been  the  strongest  institutional  sinews  pull- 
ing the  Pacific  together.  They  deserve  more 
study  as  distinctive  forms  of  regional  coop- 
eration which  have  potential  applicability  to 
what  is  emerging  in  the  realm  of  political  and 
security  affairs.''  What  has  been  the  style  of 
institution  building?  What  role  have  cultural 
differences  played  in  shaping  the  kind  of  in- 
struments and  processes  that  have  emerged? 
One  of  the  distinguishing  features  of  eco- 
nomic integration  in  Eastern  Asia  has  been 
that  it  has  been  achieved  without  a  complex 
set  of  inter-governmental  arrangements  and 
instead  through  a  series  of  interactive  policy 


See,  for  example,  Lawrence  T.  Woods,  "Non- 
governmental Organizations  and  Pacific  Cooperation: 
Back  to  the  Future,"  Pacific  Review  IV,  no.  I  (1991): 
312-321. 
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adjustments  by  different  national  govern- 
ments in  such  areas  as,  for  example,  invest- 
ment policies.  Does  this  habit  of  informal 
poHcy  adjustments  have  any  meaning  for  the 
management  of  regional  security  relations? 


Conclusion 

Expectations  about  what  CSCAP,  like 
the  broader  dialogue  process,  can  deliver 
should  be  modest.  CSCAP  is  not  a  CSCA 
nor  is  it  likely  to  develop  into  a  CSCA  in 
future.  At  this  stage  the  institutional  form  of 
a  sophisticated  multilateral  process  at  the 
governmental  level  for  something  beyond 
dialogue  (for  example,  policy  coordination) 


is  unpredictable.  As  a  new  organisation  in  a 
very  complex  environment  without  a  long 
tradition  of  multilateral  cooperation., 
CSCAP  will  thus  be  a  fragile  flower. 

Most  modestly,  CSCAP  promises  to  be 
another  dialogue  channel  which  has  the 
potential  to  cement  regional  connections  and 
stimulate  new  attention  and  new  approaches 
to  managing  regional  security  issues.  Like 
other  projects,  it  will  need  to  provide  con- 
crete results  to  warrant  attention  and  fun- 
ding. Viewed  more  expansively,  CSCAP 
might  develop  into  a  high  profile  organisa- 
tion parallel  to  the  PECC  which  can  be  a 
catalyst  in  altering  governmental  thinking 
and  action  and  in  so  doing  prepare  the 
grounds  for  a  more  stable  and  peaceful  re- 
gional order  into  the  next  century. 


APPENDIX  I 

ANNOUNCEMENT 
"ESTABLISHMENT  OF  THE  COUNCIL 
FOR  SECURITY  COOPERATION  IN  THE  ASIA  PACIFIC" 

KUALA  LUMPUR,  8  JUNE  1993 


The  ending  of  the  Cold  War  and  the  fundamental  transformation  ensuing  from  the  elimination  of  superpower 
rivalry  have  provoked  a  far-reaching  re-evaluation  of  security  arrangements  in  the  Asia-Pacific  region. 

Four  institutions  in  the  region,  namely  the  ASEAN  Institutes  of  Strategic  and  International  Studies  (ASEAN 
ISIS),  the  Japan  Institute  of  International  Affairs  (JIIA),  Pacific  Forum/CSIS  (Honolulu),  and  the  Seoul  Forum 
for  International  Affairs,  together  with  representatives  of  other  research  institutes  from  the  region,  have  undertaken 
an  in-depth  examination  of  the  security  issues  and  challenges  facing  Asia-Pacific  today  and  in  the  future. 

A  series  of  conferences  on  Security  Cooperation  in  the  Asia  Pacific  (SCAP)  have  been  held:  first  in  Honolulu 
(October  29-30,  1991);  second  in  Bali  (April  17-19,  1992);  and  third  in  Seoul  (November  1-3,  1992).  Participants 
from  seventeen  countries,  including  scholars  as  well  as  officials  acting  in  their  private  capacities,  have  taken  part  in 
these  meetings. 
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The  discussions  at  these  meetings  have  clearly  shown  the  need  for  more  structured  processes  for  regional  con- 
fidence building  and  security  cooperation.  The  meetings  welcomed  the  initiatives  at  the  official  level  to  develop  a 
formal  or  informal  inter-governmental  regional  forum  for  dialogue  on  political-security  issues. 

In  particular,  the  meetings  noted  the  concrete  steps  that  have  been  taken  by  the  ASEAN  Post  Ministerial  Con- 
ference (PMC)  at  which  the  six  ASEAN  foreign  ministers  (Brunei,  Indonesia,  Malaysia,  the  Philippines,  Singapore 
and  Thailand)  meet  annually  with  foreign  ministers  of  other  Asia-Pacific  countries  (Australia,  Canada,  Japan,  the 
Republic  of  Korea,  New  Zealand  and  the  United  States)  and  a  representative  of  the  European  Community.  The  par- 
ticipants in  the  SCAP  process  believe  that  the  PMC  makes  a  significant  contribution  to  the  development  of  a  multi- 
lateral political-security  dialogue  for  the  Asia-Pacific  region.  The  participants  support  the  multilateralisation  of  the 
ASEAN  PMC  process  and  the  establishment  of  a  Senior  Officials  Meeting  (SOM).  The  participants  believe  that  the 
ASEAN  PMC  process  should  be  inclusive  and  welcome  the  early  inclusion  of  other  countries  in  the  region. 

The  participants  also  welcomed  initiatives  for  the  establishment  of  other  regional  processes,  such  as  the  North 
Pacific  Cooperative  Security  Dialogue  proposal.  These  initiatives  can  only  strengthen  the  broader  regional  pro- 
cesses. 

As  representatives  of  non-governmental  institutions  concerned  with  the  security,  stability  and  peace  of  the 
region,  we  also  feel  that  we  have  the  responsibility  to  contribute  to  the  efforts  towards  regional  confidence  building 
and  enhancing  regional  security  through  dialogues,  consultations,  and  cooperation. 

It  is  with  this  objective  in  mind  that  we  are  establishing  a  Council  for  Security  Cooperation  in  Asia-Pacific 
(CSCAP).  It  will  be  open  to  all  territories  and  countries  in  the  region.  The  Council's  activities  will  be  guided  by  a 
Steering  Committee  consisting  of  representatives  of  non-governmental  institutions  in  the  region  who  are  committed 
to  the  ideals  of  regional  security  cooperation. 

Steering  Committee  members  will  seek  to  establish  broad-based  committees  in  each  of  their  respective  countries 
or  territories.  These  committees  should  include  government  officials  in  their  private  capacities. 

We  also  propose  that  CSCAP  establish  Working  Groups  that  will  be  given  the  tasks  of  undertaking  policy- 
oriented  studies  on  specific  regional  political-security  problems. 

Initially  the  CSCAP  Steering  Committee  will  be  co-chaired  by  Amos  Jordan  (Pacific  Forum/CSIS)  and  Jusuf 
Wanandi  (CSIS  Jakarta).  The  Steering  Committee  will  be  served  by  a  Secretariat.  ISIS  Malaysia  has  accepted  this 
responsibility  for  the  first  two  years. 

The  founding  members  of  CSCAP  are: 

Strategic  and  Defense  Studies  Centre,  ANU,  Australia 

University  of  Toronto- York  University,  Joint  Center  for  Asia  Pacific  Studies,  Canada 

Centre  for  Strategic  and  International  Studies,  Indonesia 

Japan  Institute  for  International  Affairs,  Japan 

The  Seoul  Forum  for  International  Affairs,  Republic  of  Korea 

Institute  of  Strategic  and  International  Studies,  Malaysia 

Institute  for  Strategic  and  Development  Studies,  Philippines 

Singapore  Institute  of  International  Affairs,  Singapore 

Institute  for  Security  and  International  Studies,  Thailand 

Pacific  Forum/CSIS,  United  States  of  America 


Book  Review 


Denys  Lombard  and  the  Javanese  Crossroads: 
Global  History  of  Mentalities 


Denys  Lombard,  Z-c  Carrefour  Javanais:  Es- 
sai  d'Histoire  Globale,  Paris:  Editions  de 
I'Ecole  des  Hautes  Etudes  en  Sciences  So- 
ciales,  1990,  3  vol,  1027  p.  (Vol.  1:  Les 
Limites  de  I'Occidentalisation,  267  pp;  vol. 
2:  Les  Reseaux  Asiatiques,  423  pp.;  vol.  3: 
L' Heritage  des  Royaume  Concentriques,  337 
pp.).  Reviewed  by  Asvi  Warman  Adam 
(PPW-LIPI  researcher  and  alumnus,  EHESS 
Paris) . 


THIS  three-volume,  1027-page  work 
'originated  in  a  doctoral  disserta- 
tion (These  de'Etat)  defended  at  the 
Sorbonne  (University  of  Paris  IV)  in  1990. 
One  already  gets  the  impression  of  "globali- 
ty"  from  the  63-page  list  of  references 
(including  in  Dutch,  German,  Portuguese, 
and  even  Russian  and  Chinese),  the  2,489 
footnotes,  and  the  138  maps  and  illustra- 
tions. 

The  Javanese  Crossroads  is  not  Lom- 
bard's first  book.  Among  some  of  his  earlier 


works  that  have  already  been  translated  into 
Indonesian,  Aceh  under  Iskandar  Muda  and 
The  Kingdom  of  Champs  (as-editor),  pub- 
lished by  Balai  PuStaka,  have  not  been  very 
popular  owing  to  lack  of  publicity. 

To  Indonesian  scholars  who  have  studied 
the  social  sciences  in  France,  the  name  of 
Lombard  must  be  familiar,  since  Lombard 
has  helped  some  twenty  five  of  them  to 
graduate  in  the  last  fifteen  years  at  the 
EHESS  (Ecole  des  Hautes  Etudes  en 
Sciences  Sociales)  of  Paris.  EHESS  was 
founded  and  initially  directed  by  prominent 
historian  Fernand  Braudel  and  still  hosts  a 
large  part  of  the  leaders  of  the  New  History 
(Nouvelle  Histoire)  school.  Among  Lom- 
bard's students  were  Sanento  Juliman,  Nasir 
Tamara,  Emmanuel  Subangun,  Prof  Hasan 
Ambary,  Prof  Rachmad  Djatnika  and  Wing 
Kardjo. 

In  its  original  form  as  a  dissertation,  the 
title  used  by  the  author  was  Recherches  sur 
I'histoire  des  Mentalites  a  Java:  Societe  In- 
sulaire  ou  Carrefour  Maritime?  (Research 
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on  the  History  of  Mentalities  in  Java:  In- 
sular Society  or  Maritime  Crossroads?). 

When  it  became  a  three-volume  book,  it 
received  a  completely  new  title:  Le  Carrefour 
Javanais:  Essai  d'Histoire  Globale  (The 
Javanese  Crossroads:  An  Essay  in  Global 
History).  It  is  interesting  to  note  that  Lom- 
bard uses  the  expression  "global  history" 
not  nouvelle  histoire,  coined  by  his  col- 
leagues some  15  years  ago.  What  does  "glob- 
al history"  mean?  Is  it  different  from 
nouvelle  histoire?  I  wish  to  postpone  the  dis- 
cussion of  this  historical  concept  and  would 
rather  report  on  what  Lombard  has  written 
in  his  book. 


An  Archaeologist's  Work 

The  writer  recounts  his  research  in  the 
same  way  an  archeologist  digs  to  find  a  site 
or  antique  artefact.  The  earth's  layers  that, 
he  digs  are  called  strata  and  each  stratum 
should  be  examined  beginning  with  the  one 
above  it  and  gradually  down-wards. 

Cultural  layers  (Lombard  uses  the  ex- 
pression "mental  constellations")  are  stud- 
ied and  described  according  to  their  time  of 
influence:  first  the  latest  one,  the  western 
culture  ~  also  the  more  significant  according 
to  many  people;  then,  the  culture  formed  by 
the  double  impact  of  Islam  and  China  on 
trading  harbours  since  the  fifteenth  century; 
and  finally,  the  deepest,  the  Indian  culture 
reminiscent  of  agrarian  kingdoms. 

The  first  volume  of  the  The  Javanese 
Crossroads  investigates  the  limits  of  the  in- 
fluences of  western  culture  (occidentalisa- 
tion)  by  making  use  of  Dutch  and  Indone- 


sian sources.  It  tries  to  show  the  impact  of 
western  culture  since  the  seventeenth  cen- 
tury. 

After  describing  the  image  of  the  "Beau- 
dful  Indies"  (Les  Belles  Indes)  as  the  view 
that  everything  eastern  is  exotic,  the  first 
chapter  explains  the  important  stages  of  col- 
onial history  up  to  the  development  era  after 
independence  (Les  Terres  de  Colonisation, 
pp.  51-78);  the  second  chapter  (Les  Cellules 
Occidentalisees),  pp.  79-105  deals  with  the 
social  groups  that  were  directly  influenced 
by  western  thoughts  and  culture  (the  Chris- 
tian converts,  the  priyayi,  the  members  of 
the  colonial  army,  etc.). 

The  third  chapter  (pp.  107-144)  analyses 
in  detail  the  elements  of  the  western  concep- 
tual heritage  (technology  transfer,  the  role  of 
exploitation  techniques  (encadrement,  cos- 
tume change  and  political  discourse).  The 
fourth  chapter  (pp.  145-180)  deals  with  the 
influence  of  the  western  model  on  literature, 
architecture  and  other  arts.  The  fifth  chapter 
(pp.  181-206)  discusses  the  various  stand- 
points taken  by  Indonesians  in  the  face  of 
western  culture:  ranging  from  the  wish  to 
assimilate  to  a  blunt  rejection  of  that  foreign 
culture,  feeling  it  as  a  big  threat. 

The  second  volume  of  The  Javanese 
Crossroads  investigates  the  "Asia network", 
that  is,  the  urban  and  trade  milieu  (clearly 
marked  by  Islamic  and  Chinese  influences), 
the  milieu  of  those  groups  that  became  op- 
ponents to  the  Europeans  who  often  under- 
estimated their  skills  and  perseverance.  Two 
sources  are  used:  classic  Malay  literature  to 
study  the  stimulating  role  of  Islam  and 
ethno-historic  study  of  the  Chinese  com- 
munity. 

The  first  chapter  describes  chronological- 
ly the  maritime  network  in  Nusantara  from 
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the  beginning.  This  reverse  long-term  study 
provides  an  opportunity  to  focus  on  the  in- 
tensification of  trade  from  the  thirteenth 
century  onwards  and  to  stress  the  impor- 
tance of  the  apogee  of  the  Islamic  sultanates 
beginning  in  the  sixteenth  century.  The 
emergence  of  several  trade  cities  is  discussed 
and  aspects  of  them  are  compared  with 
Venice  and  Genoa  and  other  places  in 
Europe  where  very  important  social  and 
mental  changes  occurred. 

The  first  Europeans  (Portuguese  and 
Dutch)  who  arrived  plunged  themselves  into 
this  newly  formed  network.  It  should  be  em- 
phasised that  it  was  only  after  some  time  that 
the  Europeans  succeeded  in  taking  control  of 
this  Asian  network. 

The  second  chapter  (pp.  77-130)  analyses 
"the  locomotive  effect  of  Javanese  Islam", 
and  discusses  successively  the  "seafarers", 
the  middle  class  of  traders  (bourgeoisie  d'af- 
faires), and  the  agrarian  Islamic  network 
(with  an  emphasis  on  the  pesantren  net- 
work). 

The  third  chapter  (pp.  131-208)  recounts 
the  major  transformation  that  swept  the 
Nusantarian  trading  towns  in  the  sixteenth 
century,  with  the  emergence  of  a  cash  eco- 
nomy and  a  new  type  of  dependence,  of  the 
notion  of  the  individual  (and  new  reflection 
on  death),  and  of  new  concepts  of  space 
(centred  on  Mecca)  and  of  linear  time. 

Along  the  same  lines,  the  fourth  chapter 
(pp.  209-385)  discusses  the  Chinese  cultural 
contribution  to  "technology  transfer",  (in 
the  fields  of  metalurgy,  agricultural  engi- 
neering, introduction  of  new  cultigens,  han^ 
dicraft  techniques,  etc.).  Entitled  "Fanatic- 
ism of  Tolerance?",  the  fifth  chapter  points 
at  the  problems  that  arose  when  the  Islamic 
mental  constellation  came  into  contact  with 


first,  the  old  local  superstitions,  second,  the 
Christian  religion,  which  is  also  foreign,  and 
third,  the  Chinese  milieu. 

The  third  volume  of  The  Javanese  Cross- 
roads tells  us  about  "the  Heritage  of  the 
Concentric  Kingdoms",  that  is,  the  weight 
of  the  "notion"  that  existed  in  Central  Java, 
then  moved  to  East  Java  only  to  return  to 
Central  Java  (Mataram).  The  sources  used 
for  this  chapter  are  epigraphs  (concerning 
ancient  times)  and  another  corpus  in  Java- 
nese. 

In  the  first  chapter  of  the  final  colume 
(pp.  15-55),  the  author  attempts  a  descrip- 
tion of  the  agrarian  history  of  Java,  a  rather 
difficult  endeavour,  as  he  himself  acknow- 
ledges, because  of  the  lack  of  documents 
concerning  the  sixteenth  to  eighteenth  cen- 
turies. Private  property  develops  and  sikep 
appears  by  the  turn  of  the  nineteenth  cen- 
tury. In  the  following  chapter,  Lombard 
studies  the  kingdom's  hierarchical  society, 
with  attention  to:  (1)  the  concept  of  king- 
dom; (2)  the  role  of  the  nobility;  and  (3)  the 
dependence  of  the  desa.  The  third  chapter 
analyses  this  society's  ideology,  its  desire  for 
a  harmonious  life,  a  "system  of  correspond- 
ence" and  to  "the  arrested  time"  (le  temps 
immobile).  The  fourth  chapter  stresses  the 
possible  opposition  of  this  ideology  to 
"modern"  ideas  of  development. 

In  the  final  chapter  the  author  states  that 
he  was  tempted,  primarily  in  a  methodolog- 
ical way,  to  show  how  the  "Javanese  case" 
can  empirically  contribute  to  shed  light  on  a 
few  questions:  the  importance  of  the  concept 
of  network  (reseaux)  and  space;  the  dicho- 
tomy between  the  agrarian  centre,  and  the 
trade-oriented  pesisir,  and  the  importance  of 
the  concept  of  crossroads  (carrefour) . 
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A  Spring  of  Ideas 

It  is  impossible  to  discuss  all  aspects  of 
such  a  thick  book  in  a  short  review.  I  tend  to 
look  at  Lombard's  book  in  the  history  of 
mentalities  in  Indonesia  as  a  spring,  trigger- 
ing ideas  that  will  be  endlessly  discussed.  I 
only  provide  a  handful  of  relatively  in- 
teresting points. 

First,  Lombard  disagrees  with  Clifford 
Geertz  in  population  growth  in  nineteenth 
century  Java.  Geertz  sees  it  as  a  reaction  to 
the  Forced  Plantation  System:  As  they  were 
obliged  to  spend  an  excessive  amount  of  time 
on  government  plantations,  the  Javanese 
farmers  had  no  choice  but  to  intensify  also 
their  work  on  their  own  privated  plots  and, 
as  this  required  more  work  force,  they  had  to 
have  more  children. 

Lombard  concedes  that  the  Forced  Plan- 
tation System  might  have  had  this  effect,  but 
only  on  a  local  scale,  not  island-wide.  One 
phenomenon  with  wider  effects,  that  must 
be  taken  into  consideration,  was  due  to  a 
long-lasting  special  conjunction  of  two  long- 
term  "revolutions",  that  is,  the  siderurgy 
"revolution"  and  the  health  "revolution". 
Lombard  also  compares  Java  to  China  and 
Europe:  China  underwent  its  first  "revolu- 
tion" during  the  Han  Dynasty  and  the  sec- 
ond "revolution"  in  the  seventeenth  cen- 
tury: Europe  had  its  first  "revolution"  in  the 
eleventh  century  and  the  second  one  in  the 
eighteenth  century;  but  Java  saw  both  occur 
in  the  nineteenth  century. 


Second,  Lombard  splits  his  study  into 
three  layers,  the  western  influences,  the 
Islamic  and  Chinese  influences  (with  a  trade- 
oriented  pesisir)  and  the  Indian  influences 
(agrarian  kingdoms).  The  Islamic  and 
Chinese  mental  constellations,  dealt  with  in 
one  volume,  obviously  display  cultural 
values  that  are  appropriate  for  development, 
whereas  in  the  older  layer  we  find  elements 
in  contradiction  with  the  "modern"  ideas  of 
development.  In  Volume  I  (pp.  155-156), 
Lombard  writes:  "The  blow  that  killed  the 
"capitalistic"  dynamics  of  the  pesisir  was 
not  struck  by  the  VOC  but  by  Mataram. 
Even  though,  by  the  time  we  are  ready  to  ac- 
cuse Mataram  of  this  "historical  mistake", 
another  reflection  comes  to  us:  Is  it  actually 
not  due  to  the  "federative"  values  of  this 
agrarian  Mataram  that  Indonesia,  which  was 
at  that  time  as  large  as  it  is  now,  can  still  ex- 
ist?" 

Third,  Lombard  discusses  that  island  of 
Java  from  a  reverse  long-term  view;  never- 
theless, his  analysis  echoes  of  the  future,  in 
the  form  of  the  following  comment:  "For 
administrative  purposes,  the  colonial  gov- 
ernment had  to  induce  the  emergence  of  a 
group  of  intellectuals  who  proved  later  to  be 
the  foremost  actors  in  the  national  revolu- 
tion. In  today's  system,  a  homogeneous  class 
of  workers  has  been  brought  into  existence 
for  the  purpose  of  economic  development. 
Will  they  become  the  actors  of  a  future 
revolution?" 
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